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FRIDAY, SEPTEMBER 14, 1951 


Unrrep StTares SENATE, 
CoMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The committee met at 10:30 a. m., pursuant to recess, in room F-39 
the Capitol, Hon. Kenneth McKellar (chairman) presiding. 
Present: Senators McKellar, Hayden, Maybank, Ellender, Hill, 
McClellan, Ferguson, Cordon, Knowland, Thye, and Kcton. 


DEPARTMENT OF COMMERCE 
NatrionaL Propucrion AuTHoRITY 


ECONOMIC STABILIZATION AGENCY 


STATEMENTS OF NATHAN P. FEINSINGER, CHAIRMAN, ACCOM- 
PANIED BY KEITH MANN, ASSISTANT TO THE CHAIRMAN; AND 
SIDNEY B. COHEN, BUDGET OFFICER 


WAGE STABILIZATION BOARD 


Chairman McKetiar. The committee will come to order and we 
will call Mr. Nathan P. Feinsinger, Chairman of the Wage Stabiliza- 
tion Board. 

Mr. Feinsinger, you can either place your prepared statement in 
the record and then discuss the highlights of it with us, or you can 
read your statement, as you wish. 

Mr. Fernstncer. Mr. Chairman, I would prefer to take the first 
suggestion. 

Chairman McKetxiar. Without objection, the statement will be 
placed in the record at this point, and you may make such comments 
as you wish, and then the committee will ask you questions. 

(The statement referred to is as follows :) 


STATEMENT OF THE CHAIRMAN OF THE WAGE STABILIZATION BOARD ON THE 1952 
Bupcer ESTIMATES 


Mr. Chairman and members of the committee, we are appearing before you 
today in support of the estimate of $16,154,000 to carry out the program of wage 
stabilization authorized in the Defense Production Act of 1950 as amended. Ln 
our presentation before the House committee, as reflected in the hearings on the 
supplemental bill, we indicated the kinds of problems that confronted the Wage 
Stabilization Board and the present and potential workload upon which the 
estimate was based. Even at that time additional factors had arisen which made 
that estimate inadequate. We found, for example, that it was essential to set 
up a special group to handle the problems of the construction industry. We also 
found it necessary to obtain more extensive service from the Bureau of Labor 
Statistics with respect to obtaining data on wage rates. Finally we have had 
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to recruit and hire personnel more rapidiy than provided for by funds in the 
estimate. 

For the above reasons the action by the committee reducing the estimate to 
some $14,000,000 was in itself a serious set-back. But the action of the House 
in reducing the estimate to about $8,500,000 which is almost 50 percent, will be 
disastrous in terms of the ability of the Wage Stabilization Board to carry out 
its responsibilities. 

The program plans that are outlined in our justification before you provide 
for a maximum of 2,170 in personnel and related expenses to carry out the various 
aspects of the program. It was intended that the operations of the Board would 
be on a decentralized basis in which the greater part of the workload would be 
handled in the 14 regions established for wage stabilization activities. Tho 
action of the House in reducing the estimate would practically eliminate this pl.n 
of operation and undoubtedly require a high degree of centralization at the 
Washington level. This would inevitably result in a considerable backlog and 
would make the Board less able to deal effectively with the many special prob 
lems which arise locally in our complex industrial structure. 

In the short time since we began operations, we have made what I believe 
is a very good beginning in developing basic policies and issuing regulations 
to euide the determinations that need to be made in the individual cases. At 
the same time, these statements of policy and regulations have served to inform 
und edueate industry and labor as to what they may and may not do under the 
stabilization program. We have still a number of complex aspects of wage ad- 
ministration which will require concentrated study in order that realistic and 
practical policies can be formulated. We have been strongly motivated in con- 
sidering policy by the knowledge that the adequacy and timeliness of our policy 
would make for prompt disposition of cases. Experience has already shown 
that whole groups of individual cases can be disposed of when a policy on any 
particular aspect of the wage problem is adopted by the Board. In this regard 
the reduction in our appropriation request would affect us in two ways. It 
would mean that we could not have adequate economic analyses which are basic 
to the formulation of wage policy, and the delay in the formulation of policy 
would in turn result in holding in abeyance decisions on individual cases. 

Even with all the adjustments that we could reasonably make in the adminis- 
trative pattern of our operation, the staff for processing cases would have to be 
drastically curtailed. The obvious result—the accumulation of backlog—would, 
we believe, be unjust to both workers and employees and would result in un- 
rest and decreased production, both of which we are anxious to avoid. Experi- 
ence shows that undue delay in Government action produces serious industrial 
unrest. 

The problem which the Board faces in these circumstances would be com- 
pounded by the necessity for cutting back, or perhaps even abandoning our plans 
for an enforcement activity. Without such an activity we cannot continue our 
program with any assurance of its effectiveness throughout the Nation. 

According to its report, the initial reduction in our appropriation request 
was, in substantia] measure, the result of the House committee's opinion that 
the calculated lapse rate was not high enough in view of the recruiting of other 
defense agencies. Rather than make any detailed comparison of the experience 
of the other recently created defense agencies, we offer for your consideration 
the fact that we have, as of the middle of August, practically reached our full 
allotment of positions as contemplated by the initial budget submission for posi- 
tions in Washington. In the case of the staffing of our regional offices, we will 
have employed 65 percent of the budgeted staff by September 30. Current re- 
ports from our regional offices, where the major recruiting activity is presently 
taking place, indicate that we can reach the maximum personnel strength in the 
field contemplated in the budget submission by the end of October. The current 
employment picture and the report of accessions, I believe, are even likely to 
exceed the rate of recruitment provided in the budget estimate, because of work- 
load factors unforeseen at the time the estimate was developed. 

We ask for the opportunity to carry out the program which, as we see it, was 
contemplated and authorized in the Defense Production Act. We ask for your 
faverable consideration of our estimate of $16,154,000, which we maintain is 
realistic both in terms of program objectives and our capacity to recruit neces- 
sary staff. 

Members of my staff and I will endeavor to answer to the best of our ability 
any questions the committee has with respect to the wage-stabilization program. 

Thank you. 
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HOUSE ACTION ON 1952 BUDGET ESTIMATE 


Mr. Freinstncer. Mr. Chairman and gentlemen, our story is a very 
simple one. It will not take long to tell it. Our problem, however, 
is a serious one. 

We are, as you know, a constituent agency of the Economic Stabili- 
zation Agency. We occupy a position parallel to the Office of Price 
Stabilization, Rent Stabilization, and Salary Stabilization. 

The request for our Agency, as approved and transmitted by the 
Bureau of the Budget, was $16, 154,000. The House committee, in its 
report rec ommended $14,000,000, Final action by the House would 
cut that figure to $8,500,000, about 47 percent. 

I should like to refer for a moment to the report of the House com- 
mittee, which appeared quite satisfied with our budget, with two 
reservations. First, the House committee, which, as L said, cut our 
request from $16,154,000 to $14,000,000, thought we were too. opti- 
mistic on our lapse rate and our ability to hire, and that some of the 
money we had asked for other agencies who do work for us was too 
high. 

Now, the evidence since that time indicates that we were far from 
optimistic ; that we were, in fact, quite conservative. 

Chairman McKetxar. What did you request of the Bureau of the 
Budget ? 

Mr. FEINSINGER. $27,000,000, 

Chairman McKeuiar. What did they allow you? 

Mr. Frinstncer. $16,154,000. 

Chairman McKe.iar. Now, you are asking for the budget figure 
of $16,154,000 ¢ 


PERSONNEL HIRING RATE 


Mr. Frinstncer. Yes, Mr. Chairman. As I say, the only two ques- 
tions that the House committee had were with reference to our hiring 
rate and with reference to the work done for us by other agencies. 
Experience since then shows that we have had to hire even faster than 
our original estimate. As to the second question, our investigation 
also shows that the money that we requested for services by the WwW age 
and Hour Division and by the Bureau of Labor Statisties is modest 
in relation to the services we are requesting. In fact, it is substantially 
less than we would need: certainly a good deal less than we would 
use if we were to perform those functions ourselves. We do not want 
to duplicate the functions of other agencies; we want to use available 
help from other agencies, and the figures that we have, we think, are 
sound. 


COORDINATION WITH OTHER GOVERNMENT AGENCIES 


Senator Haypen. Aside from the Bureau of Labor Statistics—and 
everybody relies on their figures—what other agency of the Govern- 
ment do you ask for help from ? 

Mr. Frinsincer. The Wage and Hour Division, chiefly. 

Senator Haypen. The Wage and Hour Division, in the Department 
of Labor? 

Mr. Fertnstncer. Yes. 

Senator Haypen. What kind of information do they supply you 
with ? 
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Mr. Fernstncer. They act as our information offices. We have no 
district offices of our own, such as other agencies do. People go to the 
Wage and Hour offices to ask about eur regulation, and up to now, 
at least, have filed their requests with them. They get the informa- 
tion as to how to go about preparing applications for submission to 
the Board for approval. 

Senator Haypren. Are those the only two agencies you utilized? 

Mr. Fernsrncer. That is right, sir. At least, they are the only two 
agencies for whose assistance we are asking for money in our budget. 

Senator Haypen. Now, the Wage and Hour arrangement appears 
to me to be economical, and that if you did not utilize their offices you 
would have to go all over the country and establish a like number. 
How many are there? 

Mr. Fernstncer. There are 80 Wage and Hour cffices. 

oot Hayven. What kind of information do they ask of those 
offices ? 

Mr. Fernstncer. They ask for interpretation on our policies. The 
boss comes into the Wage and Hour office and says: “I want to raise the 
wages of my employees. Can I do it, and in what amount, and what 
are the rules and regulations that I have to follow?” 

The Wage and Hour people give them copies of our regulations, 
explain them, and actually sit down with them and help them make 
out their applications, so that when the man makes his application 
it comes to us, and it does not have to go back to him because of in- 
complete or inadequate information. 


WAGE CONTROLS 


Senator Haypven. If a manufacturer or other employer wants to in- 
crease the wages of his employees, it cannot be done except with the 
ultimate approval of your Board ? 

Mr. Fernstncer. That is correct. There is a very limited area in 
which people can put certain wage increases in effect, even without 
coming to us; but, for the most part—and that is why we are here—an 
employer cannot pay an increase until he has submitted an application 
and gotten it approved by the Board. 

Senator Haypen. The object of that restraint upon that ability to 
pay higher wages is that wages enter into the cost of production, and 
then those costs must be paid by the public ? 

Mr. Fernsinoer. That is right. 

Senator Haypen. So, to keep down inflation you have to try to have 
some control over wages, the same as you do over prices ¢ 

Mr. Fernstncer. That is right, sir; that is one main object. There 
are other objects, not the least of which is to keep the employer from 
pirating the labor employed by his competitor or somebody else in 
town. It is chiefly to help the small- and middle-sized employer, 
whose wage scales are lower than the large employer. 

Senator Hayven. I do know that there was much pirating of labor 
during the war. An organization would be set up and then somebody 
else would come along and take the labor away A them. 

Mr. Fernstncer. That is right. 

Senator Haypen. In fact, we had great difficulty in maintaining 
the production of copper at the mines because of the high wages paid 
over in Senator Knowland’s State in the aircraft industry and else- 





SUPPLEMENTAL APPROPRIATIONS FOR 1952 o 


where. It was very difficult to hold a skilled laborer at the mines 
because they were paying more over there. I can understand how 
that could happen in a town itself where there was an employer 
with a large contract and wanting to get it completed. If he had 
the ability to raise wages above the level fixed by your Board he 
could take them away from a small operator. 

Mr. Fetnsrncer. And then that copper fellow would say: “Tn order 
to hold on to my people I am going to raise my wages”; and then the 
fellow out on the west coast ‘will | say, “Well, two can play at that 
game,” and he will raise his some more. That is the sort of thing 
we are trying to prevent. 

Senator Know.anp. Of course, the other extreme of this situation 
is the problem that Great Britain found herself in. Obviously, wages 
have to have some regulations in them, but the only way a worker 
can benefit himself, as ‘they found in Great Britain, was to move from 
job A, where the wages were lower in an industry, to job B, where 
they were higher. It was the only means he had of improving his 
economje condition, Great Britain had to take the inevitable next 
step of freezing the worker to his job, so he could not leave. 

Whether we want to look forward to that type of situation or 
not, I think, is one that is quite open to question. 

I do not think anyone would close his mind to the fact that there 
was some pirating, of course; but, also, there was the natural desire 
of the ake to improve his condition. 

Senator Haypen. You could not blame them, but I was trying to 
get at the object that the Congress had in mind when they passed the 
law. 

Now, regarding this employment rate that the House committee 
mentioned, how many employees did you have at the time you had 
your House hearing? 

Mr. Fernsrncer. I can give you our employment figures in a little 
different form, but I will say on that point we indicated to the House 
that we anticipated full staffing in Washington by September 28. We 
are now fully staffed in W ashington, and. have been for some little 
time. We indicated that we anticipated full staffing in the field in 
November. We now estimate that certainly by the “last of October 
we will have completed our staffing if we have the money to hire 
personnel. 


APPLICATIONS PENDING 


Senator Tuyr. Might I ask of the witness what is your backlog of 
applications for consideration or review now ¢ 

Mr. Fernstncer. Our case-load figures, Senator, indicate that the 
backlog as of August 31 was 8.587 cases. That is an increase over 
the backlog as of May 26 of 2.278 cases. 

Senator Tuyr. What is the date of those applications? Are you 
able to keep them current, or are these applications that date back 
several weeks? 

Senator Knownanp. Can you give us, in other words, the number 
of cases that have been awaiting decision for 30 days, 60 days, 90 
days, and 6 months? 

Mr. Fernsincer. I do not know that I have those figures available at 
this moment. I shall be very glad to supply them for the record, 
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Senator KNow.anp. We shall appreciate if you can supply them for 
the record, and break them down by months, as to the length of the 
backlog. 


(The information referred to is as follows :) 


Time length of backlog 


LO TONE DO TG kok a iii tbe ipdmeth en nctin cake Seana: W204 
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PERSONNEL 


Mr. Fernsrncer. It will depend on the category of cases.. Some 
cases we are holding up because we have not yet fully developed a 
particular policy. Others are being held up, although we have a 
policy developed, because we do not have the staff to process them. 

In that respect, in contrast to the figure that you heard yesterday, 
our present employment in the national office is only 580. As I say, 
we consider ourselves fully staffed. 

Senator Tuyr. You see, it is quite important for us to know, as we 
give consideration whether this budget should be increased or not, or 
the appropriation increased or not, how you are managing with the 
present load before you. In that manner we can determine whether 
there is any justification for increasing the appropriation to the 
agency. 

Mr. Fernstncer. I do have some figures on that right now, Senator. 
As I say, in the week ending May 26, "1951, our bac ‘log was 2,278. 

Senator Tuysr. How old was your backlog? 

Mr. Frernsincer. There was, as you know, a hiatus, due to the so- 
called walkout of the labor members, between February 1951 and May 
7, when the present Board was established. Now, I can rapidly run 
down this column of figures, which will give you some idea of how our 
backlog has mounted, although our staff has increased : 2,278, 2,388, 
2.719. This is from week to week. 

Chairman McKe tar. Is this the same information you gave in 
the House hearing? 

Mr. Fernsincer. Yes, sir. 

Chairman McKeuuar. That is found on page 510 of the House 
hearings. 

RESTORATION REQUESTED 


Senator Exttenper. Are you asking for full restoration of the 
$16,154,000 ? 

Mr. Freinstncer. Yes. sir: we are. 

Senator ELLtenper. What amount did you originally ask of the 
budget ? 

Mr. Cowen. $27,000,000. 

Senator ELitenper. Why did the Budget Bureau cut-you so much? 

Mr. Couen. They estimated at the time we received our allowance, 
that we could not recruit as fast as we had anticipated in the original 
submission to the Bureau, and, further, other adjustments were made 
in the amounts that were requested for services rendered by the Wage 
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and Hour Division and the Bureau of Labor Statistics. So, specifi- 
rally, they addressed their cuts to those two services, and our estimated 
rate of recruitment, namely, that we could not hire as fast as we had 
anticipated. 

Chairman McKetiar. Did you take into consideration the fact that 
we have had three deficiency appropriation bills so that we appro- 
priate only for 9 months now, as against 12 months, prior to July 1? 

Senator Extenver. In that connection, will the amount that you 
have been spending come out of this $16,154,000 now requested 4 

Chairman McKetrar. It will come out of this year’s appropriation 

Mr. Frernsincer. Yes, sir. 

Senator Fiuenper. Are you now spending at the rate of the yearly 
appropriation of $16,154,000? 


RATE OF EXPENDITURES 


Mr. Conen. No, sir; at the conclusion of September, we will be 
spending at the rate of about $14,000,000, The reason for that, sir, 
is that we have to temporize on our recruitment, because of the un- 
certainty of the amount of the final appropriation, and not be in a 
position to create a deficiency, which we are not authorized to do. 

Senator ELLenper. Was your action tempered by the fact that the 
House allowed you only $1 4,000,000 ? 

Mr. Coren. That is one of the considerations; yes, sir. It isa caleu- 
lated risk, made necessary by the increasing workload. 

Senator ELitenper. That is, the House committee / 

Mr. Conen. Yes, sir. 


NUMBER OF EMPLOYEES 


Senator Evtienprer. How many employees have you now on your 
payroll ? 

Mr. Conen. One thousand and thirty-one on August 31. 

Chairman McKetxar. I would like these figures on page 510 of the 
House hearings to go into the record at this point. 

(The inforr mation referred to is as follows:) 


Case-load statistics, WSB—May 26 to Aug. 31, 1951 


} 
| Number of cases Number of cases | Backlog at end 
| received closed of week 
| 
| 
| 
| 
| 


Week ending— 


| 
Wash- | 
| ington | 


Wash- | Wash- 


= ee 
ington | Field | Total | ington 


Field | Total Field Total 


May 26.....- | viel 28 

June 1_. ; | ‘ 165 

June 8... | 34 120 

June 15... pe Bais , O87 101 

June 22 ‘ , 097 938 

June 29_- a , O75 | | 142 

July 6.... ita fF ialtadre 77 257 

July 13 ei , eee ; R65 | 364 

July 20 .. | ive RE 280 

July 27 R29 977 

Aug. 3 twee 14 479 

Aug, 10 ; “ te 2 317 i, 525 
Aug, 17-. ‘ j 361 

Aug. 24 205 | 679 ' 609 3: 641 6, 694 , 526 , 223 
Aug. 31... i 145 | 853 GUS 510 ‘ 634 6, 259 2, 328 "587 


! Data for periods June 8 through July 13 revised to adjust for physical inventory of June 29 and transfer 
icases to Construction Commission, 
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PERSONNEL INCREASE 


Chairman McKetxiar. You have 1,031, you say ¢ 

Mr. Conen. Yes, sir. 

Chairman McKetiar. How many do you propose to have on July | 
next ¢ 

Mr. Conen. Two thousand one hundred and seventy. 

Chairman McKertxiar. That is a little more than double. 

Mr. Feinstncer. The House cut would reduce our total employ- 
ment to 800. We now have 1,031. Full employment for us, as en- 
visaged, is 2,170. Under the House cut, our total employment, both 
here and in the regions, would be reduced to 800. 

Senator ELteENpeR. You mean if the House action prevails? 

Mr. Frrnstncer. That is right. 

Senator ELtenper. You would be 231 shy of what you have now‘ 

Mr. Frernstncer. That is right. 

Senator ELLenper. Now, will you give us a justification for that 
231 additional? You say that the number of cases that you now have 
on hand will keep on piling up? 

Mr. Fernstncer. I do not think there is any doubt about it, sir. 
There are, we know, hundreds, if not thousands of cases backed up, 
awaiting the completion of two policies in particular. We are now 
receiving cases at the rate of a thousand a week, I am told. 


SALARY AND MISCELLANEOUS EXPENSES 


Senato™ ELttenper. How much of this amount you are now asking 
for is earmarked for salaries? 

Mr. Conen. $8,762,000, 

Senator ELLENDER. How much is for traveling ? 

Mr. Cowen. $705,000. 

Senator ELtenper. And the rest ? 

Mr. Congen. And the rest for general operating expenses, except 
the amount of about $5,000,000 which will be transferred to the Labor 
Department for services we are requesting. 

Senator Eitenper. Why was it necessary to establish a separate 
Board to deal with wages and salaries? I notice you have two Boards 
here. One is designated as the Wage Stabilization Board and the 
otiier is designated as the Salary Stabilization Board. W hy could 
not both be handled by one Board ? 

Mr. Fernstncer. I think that is a fair question, Senator. 

Senator ELtenper. That is why I asked it. 

Mr. Fernsincer. All right, sir. I will try to give the best answer 
I can. 


SALARY STABILIZATION BOARD 


I know you will want to put that question also to Dr. Allen, the 
Chairman of the Salary Stabilization Board. First, it was the deci- 
sion of neither of us. That decision was made before we came in. 

Senator Tuyrr. Could you answer as to who made the decision, sir? 
Who made the decision for the spread before Dr. Allen came in? 

Mr. Fernsincer. The Economic Stabilization Administrator. 

Senator Tuyr. That would be Mr. Johnston? 
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Mr. Fernstncer. Mr. Johnston, yes. I think his decision was a 
sound one for these reasons although I am not attempting to 
defend it. 

Congress itself has recognized that in labor relations matters 
there ought to be a different handling of the problems of the boss from 
the foreman up, and of the employees. It did so, in passing the Taft- 
Hartley Act. It did so in passing the Fair Labor Standards Act, 
recognizing, I think quite properly, that you do have two different 
sets of problems. We know there are two different sets of pay prac- 
tices. 

Now, the Wage Stabilization Board could handle the salary ques- 
tion, if necessary, but I do not think we would have any money be- 
cause we would have to hire specialists in the salary-stabilization field. 
Those of us who have been working in this field know that you do 
have quite a different problem for the $ $30,000-a-year manager of a 
plant and the $1.50-an-hour production worker. I do not mean to 
say there should be different treatment in principle, but you have two 
different sets of problems, and whether you have your salary experts 
connected with the Wage Stabilization Board or whether you have 
them in the Salary Stabilization Board I do not think makes too 
much difference in terms of ultimate cost, plus the fact that in han- 
dling the problems of production workers the tripartite system is 

necessary if you are going to have industrial peace. 

In handling the problem of the foreman on up, I am not sure the 
tripartite system is so necessary. I think the kind of Board they now 
have, composed of experts, like Dr. Allen, Mr. Alvord, and the rest, 
maybe more suitable for that kind of operation. 

Senator Extenper. To what extent does the work of your Board 
dovetail with that of the Salary Stabilization Board ? 

Mr. Frrnsrncer. They follow our policies, so far as practicable, 
and we have established machinery for cooperation so that we do not 
go off in different directions when we are dealing with the same 
problems. 

Senator Ex.tenper. So that there is more or less a correlation 
between the work of both Boards? 

Mr. Fernsrncer. Yes, sir. 


FUNCTIONS OF STABILIZATION BOARDS 


Senator ELtenper. You say there is cooperation. To what extent 
is that a duplication of work, as between that done by the Wage Sta- 
bilization Board and the Salary Stabilization Board? 

Mr. Fernstnorer. I do not believe there is any duplication. 

Senator Evtenper. None whatever ? 

Mr. Frrnstncer. None whatsoever. 

Chairman McKe.uar. Suppose you state just what each one does. 
Take two officers of the same rank; what do they do? 

Mr. Frernstncer. We deal with employees, generally speaking, who 
are paid by the hour, and whose pay practices are pretty well uniform 
because the work is pretty well uniform. You can compare a machin- 
ist’s job in your town with a machinist’s job in another plant in the 
same town. You know about. what they do, and you use pretty objec- 
tive standards to determine that, but, when you are talking about the 
vice president of the X corporation, you know as well as I that two 
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vice presidents might do entirely different things and might be worth 
two entirely different amounts of money. You get into different meas 
urements in that case than you do trying to measure the value of the 
production worker. 

I do not want to pose as an expert on salary stabilization, because, 
although I was a public member of the War Labor Board in World 
War II, we did not handle salary stabilization then. It was over in 
Treasury. The shift has been from Treasury to a new Salary Stabi- 

-lization Board. 


DISTINCTION BETWEEN SALARY AND WAGE BOARD 


Chairman McKeuzar. In the justification for the Salary Stabiliza- 
tion Board there is this statement: 

The authority of the Board extends to salaries and other compensation of 
persons who are employed in bona fide executive, administrative, professional, or 
outside salesmen capacities as provided by regulations issued under section 
13 (a) (1) of the Fair Labor Standards Act, as amended, and who, in their 
relationships with their employers, are not represented by duly recognized or 
certified labor organizations. General Order No. 8 also authorizes the Board, 
with the concurrence of the Chairman of the Wage Stabilization Board, to deter- 
mine that certain categories of such employees properly should be under the 
jurisdiction of the Wage Stabilization Board. 

Now, is that correct? Does your authority extend only to those 
not represented by labor organizations? 

Mr. Many. Our jurisdiction extends to wage earners, those salaried 
employees who are eeevecans by labor unions, and to nonexempt 

salary employees as defined in the wages-and-hours law. 

Chairman McKettar. One is salary, and the other is wages. How 
do you distinguish between them? DoTI get wages orasalary! Take 
my position asa Senator. Is it wages or salary? 

Mr. Mann. You get asalary. There is a lot of law distinguishing 
between the two. You are paid on a monthly basis or a yearly basis, 
instead of an hourly basis. In general, anybody paid, say, $500 a 
month or more, would be within ‘the jurisdiction. of the Salary Sta- 
bilization Board, certainly, so that it is only clerical employees, and 
that kind of employee, represented by a union or not, who are within 
our jurisdiction. 

Chairman McKetiar. Then this is not correct when it says it 
applies only to those who are not represented by duly recognized 
or certified labor organizations? 

Mr. FernstNcer. You are referring to the Salary Stabilization 
Board ? 

Chairman McKetxar. Yes. 

Mr. Mann. If represented by a union they would be within our 
jurisdiction, because their problems would need the judgment of the 
labor and the employer groups on our Board. 

Senator KNowLanp. opteinn it is not on an hourly basis, but it is 
actually a salary, but at the same time it is represented by a union. 
Where do you throw them—to which Board would they go? 

Mr. Many. It would be within our Board if they are represented 
by aunion. If they are professional employees—for example, if they 
are executives or administrators or lawyers or outside salesmen—that 
kind of person is within the jurisdiction of the Salary Stabilization 
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Board because there are special pay practices relating to them, as 
the chairman has explained. 

Chairman McKetiar. Does any more of the labor come under your 
jurisdiction than would come under the other? Why the necessity 
for two organizations doing the same thing ? 

Mr. Frixstncrr. That raises the point, as to whether this line of 
demarcation that you are talking about isa proper one. We find that 
very troublesome. We are trying to work out some other line that 
might make more sense, but for the time being I do say simply that 
was the line given to us—it was not our proposal nor was it the Salary 
Board’s proposal. For the time being, that seems to be the most 
workable. We are working with the Administrator to see if we can- 
not get a more satisfactory definition. 

Senator Knowxanp. I understand your hourly wage. You men- 
tioned machinists, and so forth. What I am trying to get is that in 
one community you might have a group of people who would be con- 
sidered salary and not ‘hourly wage people, who were represented by 
a union, but in town B the the same people in the same type of indus- 
try might not be represented by a union. 

‘Now, when you represent one group, do you then throw everybody 
in that ¢ ategory into your Board ¢ 

Mr. Frernstncer. No. 

Senator Kwowranp. Or do you have people doing the same work, 
some handled by your Board and some handled by the other Board, 
both drawing the same amount of wages or salaries? 

Mr. Fetnsincer. You could have that situation even within a single 
plant, Senator. What we are trying to do, pending some other defi- 
nition that might be more satisfactory, is this: When we reach a case 
of that kind, we collaborate on it. 

Senator Knowianp. 1 hope you do not have jurisdiction of the 
suits. 

Mr. Freinsincer. That is it. You have the problem. We may slip 
up. I do not say we will not, but we are watching for it, and we are 
setting up a machinery so we do not give one group of employees 
in a plant a better break than another simply because one group is 
organized and the other is not, although they are doing identical 
work, 

Senator Ettenper. Do you not use the same yardstick as to both, 
to determine whether or not the wages should be raised ¢ 

Mr. Fremnsincer. We certainly do use that. 

Senator Exrenper. To what extent do your yardsticks differ, in 
determining whether a salary or an hourly wage should be increased. 

Mr. Frernstncer. In your salary case, you very frequently will run 
across a bonus arrangement, as part of the compensation. Sometimes 
you run into a bonus, as part of your production workers compensa- 
tion arrangement, too. But, where you have two groups of workers, 
one a salary group and one a production group, and you can adjust the 
increase in one group without creating a problem of inequity be- 
tween that group and the other group, ‘T think you should have the 
same regulation, and we do, but in the application of that regulation, 
in the ordinary day-to-day administrative practice, as you ‘know, it 
is conceivable that their Board might reach a different result for 
their group than our Board might for our group. That is conceivable. 
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CONTROL OF PROFIT-SHARING WAGES 


Senator Knowianp. What do you do in the case of a situation where 
you have historically profit-sharing by industry with the workers’ 
How is that handled? 

Mr. Fernstncer. That is one that is on the fire. 

Senator Know.anp. How long has it been on the fire ? 

Mr. Feinstncer. You are speaking of the production employees 
sharing ? 

Senator Know.anp. Either one. You have them in plants where 
both types are included. 

Mr. Fernsincer. Yes. Well, we have a special advisory committe: 
of experts from management and labor and some public people work- 
ing on that. We expect to get a report within a month. That is 
part of the so-called pension problem. 

Mr. Mann. I might add, if I may, on this general question, that 
you will find industry and management people almost in unanimous 
agreement that special tribunals or special rules, in some instances, 
should be cake to their people. In other words, § generally, we use 
wage and hour all over the country. They think that exempt salaried 
people have different problems from the people within the general 
domain of wage-and-hour contact, and also, we have a tripartite 
board, and they think that it is not an appropriate tribunal to con- 
sider the problems of management people. 

Senator Knowranp. All I am trying to find out on this particular 
problem, which seems to me might be a very live question, is: How 
long has it been under study? ‘T am not eileen it critically, but as 
a matter of information. When was it first submitted, how long has it 
been under study? I understood you expected a decision in a month. 
I was trying to find out the facts. 

Mr. Fernsrncer. I would s say it has been before us ever since the 
date of our organization, May 7, that we recognized it as a problem. 
We also felt that it was not as basic as some of the other problems. 
It did not affect as large a group of people. We have taken care of 
other matters first, but we have had a committee working on it for 
some time, and they have had some difficuty in arriving at an under- 
standing among themselves. You can anticipate the same difficulty 
when it reaches us. 


SALARY AND WAGE BOARD EMPLOYEES 


Chairman McKetiar. How many employees are there in the other 
group that is handling the salary, for instance? 

Mr. Conen. Five hundred and tw enty-three. 

Chairman McKetiar. How many employees are there in this 
group ? 

Mr. Conen. Two thousand, one hundred and seventy. 

Chairman McKetrar. They are all put on? 

Mr. Couen. By June 30,1952, yes, sir. 

Senator Ture. During W orld War II, how many were employed 
in this field of wage and hour, and also in the category of salaries? 

Mr. Conen. In the War Labor Board, Senator, ahd a large meas- 
ure this budget was patterned close to the War Labor Board, there 
were, in 1945, about 2,900 people in the budget of that organization. 
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Senator Tuyr. You have now 2,170. 

Mr. Conen. We are requesting 2,170. 

Senator Ture. They had 2,900 then ¢ 

Mr. Cowen. Yes, sir. 

Senator Ture. And at the present time you are operating with 
how many ¢ 

Mr. Conen. One thousand and thirty-one. 

Senator Exitenper. You had requested, though, almost the same 
number of employees as the War Labor Board had when you asked 
for $27,000,000. Was it just a shot in the air? 

Mr. Conen. No, sir. I should say we took what the War Labor 
Board showed in those years, and we felt that we could do with less 
people, but recruit those we are requesting at a faster rate. As it 
turned out, we are hiring more rapidly than we originally estimated 
within the limits of available funds.” The increasing W orkload re- 
quires staff immediately, since the backlog is becoming a serious 
matter. 


SOURCES OF STATISTICAL INFORMATION 


Senator Exienper. To what extent do you use the facilities of the 
wage and hour organization here in getting your statistics and in- 
formation of that character ? 

Mr. Frirnstncer. We get our statistical information and help from 
the Bureau of Labor Statistics. So far as our requirements relate to 
information that they would normally gather and have available, 
there is no charge to us. But when we ask them to go out and make 
special field studies, which they would not normally make, and which 
we need, if we are going to do a sound job ourselves, then they have to 
have additional funds. We have requested, I think, for that purpose, 
almost $1,000,000. 

Mr. Conen. If the action of the House committee, Senator, were to 
be the final figure, we would probably allocate the Wage and Hour 
Division about $3,200,000 as against the $3,995,000 that is budgeted. 

Senator ELLenper. You take the greatest reduction in the appro- 
priation ¢ 

Mr. Conen. We take the cut of Wage and Hour and Bureau of 
Labor Statistics right across the board, as a matter of fact. 

Senator ELLENpER. Why is it necessary to have special studies made 
for that? Why can you not use the regular studies made by the Bu- 
reau of Labor Statistics ? 

Mr. Ferrnstncer. I wonder whether Mr. Douty, who represents 
the Bureau of Labor Statistics, would care to answer that ? 


STATEMENT OF H. M. DOUTY, BUREAU OF LABOR STATISTICS, 
DEPARTMENT OF LABOR 


WAGE SURVEYS 


Mr. Dourty. As Mr. Feinsinger pointed out, the information that 
we collect in our regular program of occupational wage surveys is all 
made available to the Board. As a matter of fact, in ‘this emergency, 
we have almost entirely subordinated our own program to the needs 
of the Board. 
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However, in the administration of a comprehensive, wage-control 
program, the Board needs a lot more information than we can possibly 
collect in our regular program. That explains the proposal. 

Senator ELttenper. What is that “lot of information”? What else 
do they need? In all these labor contracts we now have there is a 
clause in there permitting the raising of hourly wages provided the 
cost of living goes up. Do they not use the statistics that you furnish / 

Mr. Douty. Let me put it this way 

Senator Extenper. Do they not use the same statistics ? 

Mr. Dovury. They certainly use the Consumers Price Index, in 
connection with esealator clauses. However, the Board has a variety 
of other types of cases that do not involve esc alator arrangements, and 
on which it needs information on prevailing rates of pay by industry 
and by labor-market area 

Senator Exienper. Is the cost of living the main factor they have 
to look into as to whether or not a wage will go up? 





INTER-PLANT WAGE INEQUITIES 


Mr. Fernstncer. Let me see if I cannot throw some lght on the 
problem from our point of view. 

We have this problem of so-called interplant inequities, the solution 
of which requires the help of these people, the BLS people, to get us 
the necessary figures. 

In peacetime you have a tendency to see your wage rates spread, 
particularly when your labor market opens up. When your labor 
market begins to tighten, then the tendency is to have your wage 
schedule in a particular town tighten up. Everybody wants to pay 
more money, to keep his help, and to get more skilled help. 

There is the fellow who has made potato mashers, who had an 
average wage in his plant, let us say, of a dollar an hour, who now 
has a defense order to make some important part for a bomb sight. 
He now wants to pay $2 an hour for a machinist. Now, if we let him 
pay $2 an hour for a machinist, when $2 an hour is the highest rate, 
then the fellow who pays $2 an hour will want to come in and ask 
permission to pay $2.50 to keep his people, and so on. So, our problem 
is to let that little potato-masher fellow, who now has a defense order, 
come up part way so that at least we can partially help solve his 
problems, without letting him come to the point where the top man 
says, “We want to raise our wage.” Our problem concerns the smail 
fellow or middle-sized fellow. 

Now, in order to determine how far we can safely let that man 
come up with his machinist rates, let us say, without stabilizing the 
whole market area, we have to get certain information from these 
people. It is not the same information that BLS collects in its regu- 
lar program ; they do not go to the same plants; they do not look for 
the same things to solve these problems that they do in the course 
of everyday business. 

That is as simple as I can put it. It is a terribly important prob- 
lem as of the moment; the problem of correcting interplant inequities 
is the most serious one for the employer and the workers, that we 
know of. We are now in the course of developing a policy that will 
be fair to this little fellow, and yet will not cost the country too much 
money by starting the spiral. I think, if the job is done, which the 





SUPPLEMENTAL APPROPRIATIONS FOR 1952 S15 


BLS can do, with the little money we can allot to them, we will be 
saving hundreds of millions of dollars and saving a lot of strikes. 


TRANSFER OF FUNDS 


Senator Evtenper. How do you pay these people hired by the 
Bureau of Labor Statistics ¢ 

Mr. Conrn. We do not pay them, sir. We transfer or allocate 
a sum of money appropriated to us by the Congress, to the Bureau 
of Labor Statistics for the services they render the Wage Stabiliza- 

tion Board. They hire the people; they buy the necessary equipment 
sae the job, we merely transfer the funds to them when appropriated. 

Senator ELtenper. Do we understand that the entire estimate that 
has been made for that purpose is immediately transferred to them / 

Mr. Conen. No, sir; it will be transferred quarterly, after justifi- 

cation to the Wage Stabilization Board, and, in turn, the Bureau of 
the Budget, under the apportionment procedures. 

Senator ELLenper. And, as the work is needed ? 

Mr. Couen. Yes, sir; there is no lump sum or blank check provided 
for these services. We, and the Bureau of the Budget, screen their 
requests very carefully. 

Mr. Fernsincer. May I point out, Mr. Chairman, that as a result 
of the increase in the labor force since World War LL, and as a result 
of the fact that we have a little wider jurisdiction than the War 
Labor Board had, we handle the problems of about 20 percent more 
people today than in World War II. We have figures here which 
we will be glad to submit for the record that show, by any standard 


of comparison with War Labor Board operations, we are doing a 
bigger job at a smaller cost. 
Cc hairman McKeuiar. Will you submit those figures for the record ? 
Mr. Frernstncer. Yes, sir. 
(The information referred to is as follows :) 


Comparison, Wage Stabilization Board to National War Labor Board 


National War Labor Board Wage Sta- 
bilization 
Board, 
19438 1044 1945 1952 


Funds | $5,699,323 | $14,265,712 | $14, 484, 867 $16, 154. C09 


Positions 11,1) 2, §00 2, vOo » 170 


Man-years | 892 2, 387 2, 619 1, 716 
' 


1 Estimated. Budget carried only man-years during 1948, 1944, and 1945. 
Case-load comparison in first 17 weeks of operation 


National War Labor Board 
Wage Stabilization Board 
Percent change 


Comparison, civilian labor force 
{In millions] 
1944 (average for year) 
June 1951_ 


Increase: 144 June 1951 
Percent ee 


8§8249-—51— 
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INFORMATION PERSONNEL 


Mr. Fernstncer. I have one other observation to make. I know you 
are busy and have other people to hear who also have some important 
problems. 

There was a question raised yesterday, Mr. Chairman, about the 
size of various information staffs, so-called. Now, our situation is a 
very simple one. 

We have a total of 36 people employed in Washington and the field 
doing that job. We have a total of eight professional and secretarial 
people i in Washington. We have a total of 28 professional and secre- 
tarial people in the field and we do not have the time and the staff, even 

if we had the inclination, to flood the country with propaganda. We 
are limiting our service in that area to giving people the information 
they request, and are entitled to receive. 

Senator Know.anp. How much of this is put out of Washington 
and how much in the field, in the way of information to the employer 

Mr. Frinstncer. Up to now—and we are just beginning to organize 
our regional offices, which are really the nub of our operation, 1 it has 
all been done here. We'have just set up our information people out 
there. I would say that I would suppose it would be in proportion to 
the size of the groups. We have eight people here, including the 
secretaries. Each regional office has one information man and one 
secretary. 

Senator Knowianp. Will vou supply the committee with copies 
of what was put out by your office for last week ? 

Mr. Frrnstncer. We shall be glad to do so, sir, the whole shooting 
match. 

Chairman McKetuar. I think we ought to have the information 
as to what offices they have and where they are. 


REGIONAL OFFICES 


Mr. Conen. We do not have district offices as the Office of Price 
Stabilization. We have only 14 regional offices. 

Mr. Ferxstncer. We follow the pattern of the ODM. We have 
regional offices in each of 13 regions established by the ODM. 

Chairman McKeniar. What is the ODM? 

Mr. Frtnstncer. That is the Office of Defense Mobilization. There 
are 13 regions in which the defense and stabilization agencies are 
located. We follow that pattern. We have one more. We have 
a fourteenth in Detroit because of the obvious need for servicing that 
arsenal of democracy. 

For the first time we have a board in Minnesota. We have a board 
located in Minneapolis, which serves the home State of one of your 
distinguished colleagues, and also serve North Dakota, South Dakita, 
and Montana. 

There are also some 80 Wage and Hour offices that I mentioned 
before, that serve in a sense as our agents, in that they give out the 
information locally and receive the applications. 

We do not have district offices as such, the way Price has. We 
do not need them for our purpose. I think Mr. DiSalle needs them 
for his, but for our purposes the Wage and Hour offices suffice. All 
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we have are these 14 regional offices, and our shop here in Wash- 
ington, 

Chairman McKei1iar. You have offices in 80 different cities? 

Mr. Fernsrtncer. We have the use of the Wage and Hour offices 
in 80 different cities. 

As far as I am concerned, Mr. Chairman, that is all ' have to say. 

Chairman McKetnar. Are there any questions, gentlemen’? If 
not, we are very much obliged to you. 

Mr. Frrnsrncer. Thank you very much, Mr. Chairman. 


Economic STABILIZATION AGENCY 


STATEMENTS OF DR. RAYMOND B, ALLEN, CHAIRMAN; ELLSWORTH 
C. ALVORD, BOARD MEMBER; DR. JOSEPH D. COOPER, EXECUTIVE 
DIRECTOR; AND SIDNEY B. COHEN, BUDGET OFFICER 


SALARY STABILIZATION BOARD 


Chairman McKetxar. We will next take up the Salary Stabiliza- 
tion Board. 

Dr. Allen, do you wish to have your statement placed in the record, 
and then high- light it? 

Dr. ALLEN. It is a very brief statement, Mr. Chairman and Sen- 
ators. I think perhaps we can save time if we present only the 
high lights. 

Chairman McKe tar. All right. 

Dr. Auten. Mr. Chairman and members of the committee, we ap- 
preciate the opportunity to appear before you in support of the 1952 
estimates for the Salary Stabilization Board. 

" AMOUNT REQUESTED 

Since the drafting of the original justification, we have had a great 
deal of intervening experiences s which made nec essary a redistr ibution 
of the estimate w ithin the $3,126,000 requested. 

Even the expression “great deal’ must be used on a relative basis 
for the Board has actually been in business only since July 10, 1951. 
Prior to that a very small staff was engaged in the preliminary work 
of getting the Board set up to operate. 


STATUTORY AUTHORITY 


The Salary Stabilization Board was authorized and established by 
General Order No. 8 of the Economic Stabilization Administrator, on 
May 10, 1951. 

The reason a new board was created was to assure that separate 
treatment would be given to people who are employed in executive, 
administrative, professional, or outside salesmen capacities, as de- 
fined in regulations issued under the Fair Labor Standards Act, sec- 
tion 13 (a) (1), and who, in their relationships with their employers 
are not represented by duly recognized or certified labor organiza- 
tions. The ordinary wage regulation which is designed to meet the 
compensation. problems of the hourly worker in a collective-bargain- 
ing situation is simply not adequate when salaries are to be regulated. 





818 SUPPLEMENTAL APPROPRIATIONS FOR 1952 


Quite clearly, separate regulations are necessary for the management 
group of employees. In addition, it seems appropriate to remove from 
the jurisdiction of a tripartite board comprising labor, industry, and 
public members, authority over the compensation of the management 
group whose salaries are not subject to determination by representa- 
tives of their employees. That, very briefly, is the story of why we 
were established as a separate board. 

Senator H+ ypren. Was this distinction made in the act of Congress, 
or is it the result of a delegation of general authority contained in 
that? 

Dr. Atten. A delegation of general authority. 


PROGRAM AND PERFORMANCE 


Gentlemen, the present budget for salary stabilization was a mini- 
mum budget submitted, not as a measurement of what we felt. was 
actually needed, but as a minimum basis for getting under way with 
our part of the total stabilization program and affording us, as well 
as the Congress, an opportunity to determine in the next appropriation 
what we would need in the future. I believe the entire amount of 
this appropriation is necessary if we are to have an effective program. 

Our program can be described in three major aspects: One, is the 
analysis of economic conditions and the analysis of practical operating 
problems of businessmen, as reflected in their petitions as a basis for 
development of realistic regulations. 

Second, the disposition of cases in accordance with the regulations 
and under special rules to handle cases for which no general regula- 
tions can be promulgated. 

The third major aspect of our program is enforcement. The first 
point, I believe, speaks for itself. I should like to discuss the other 
two briefly. The biggest problem we have is to handfe our petitions 
promptly. At present they are all coming into Washington, where 
we handle them under a very unsatisfactory system of remote control. 

Frequently the petitioner has been giving insufficient facts. We 
must therefore write him asking for additional information. This 
is all time consuming. In the, meantime, the businessman is handi- 
capped because he is not able to get a prompt determination from us. 

The Government should really go to the people. Our plans were to 
establish field offices closer to the centers of industry so that the 
businessman could come in and talk with us informally about his 
problems, if necessary. ; 

Most. small-business men are at a disadvantage right now because 
they eannot afford to come to Washington or because they cannot afford 
to hire Washington representatives. We felt that our field organ- 
ization would actually be economical from the standpoint of the Gov- 
ernment, as well as the private-business man. ; 

It would ultimately mean for us a great deal of savings in travel 
cost, especially in connection with the making of investigations. 
If we are not able to establish a field organization, we will be handi- 
capped further by not being able to have a staff of sufficient size to 
dispose of incoming cases in any reasonable time. 

lor all practical purposes, we will also not be able to have any 
kind of an enforcement program if we are not able to obtain funds 
This is one of the most serious considerations of all. 


request ec. 
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We need to have a vigorous enforcement program—we are told 
this by industry representatives themselves—so that the legitimate 
businessman is not placed at a disadvantage in the employment mar- 
ket by his competitors who flaunt the regulations. 

Senator Haypen. You mean to say after Mr. Johnston is gone, 
we still have children ? 

Dr. Auten. Well, it is a great industry we have and a great system. 
But, unfortunately we find there are some who will take advantage 
of possible loopholes. 


BREAKDOWN OF BUDGET REQUEST 


Chairman McKetrar. What are you requesting for the Board here 
in Washington ? 

Dr. Auten. Our figure in the budget which you have before you is 
$1,537,570. You have this breakdown on page 7. 

Mr. Conen. We show, Senator, a request for 325 people throughout 
the regions and the districts that are proposed, i the Salary St: rabili- 

zation Board. 

Dr. ALtLen. On page 720 you see the entire breakdown of our bud- 
get. Personal services amount to a total of $2,340,760; travel $184. 
500; transportation of things, $26,000; communications, $78,700; 
printing and reproduction, $250,100; other contractual services, $68,- 
000; supplies and materials, $25,740; equipment, $142,200; taxes, $10,- 
000; a total of $3,126,000. 

Chairman McKetiar. What sort of taxes do you pay? 

Mr. Conen. Sir, that is for new Federal Government em- 
ployees coming into service now, covered under the social security, 
old age, and survivors insurance benefit program. That covers 114 
percent that that employee pays and 114 percent -that the Govern- 
ment as employer pays. The amount reflected in this budget estimate 
is to provide for the Government’s share of the cost. 

Mr. Atien. Mr. Chairman, I would like to call on Mr. Alvord 
here. 

WASHINGTON REPRESENTATIVES OF INDUSTRY 


Chairman McKetiar. Before you leave that, you said in your state- 
ment here: 

Small-business men are at a disadvantage right now because they cannot afford 
to come to Washington or they cannot afford to hire Washington representatives. 

Mr. Arien. That is right. 

Chairman McKetiar. Have all these concerns hired Washington 
representatives / 

Mr. Auuen. No, indeed not. I have a breakdown of the number of 
businesses in this country which is very interesting. 

Chairman McKetiar. I would rather have those who are here 
representing as lobbyists these various organizations. Have you got 
such a list? 

Mr. Aten. We do not know anything about that. 

Chairman McKetiar. We do not know anything about it?) Why 
do you say in your statement that they cannot afford to come here or 
employ such high-price men ? 

Mr. Atten. There are some 3,461,300 businesses employing 1 to 
8 people in this country, Senator. 
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Chairman McKettar. I know, but I am just asking about lobbyists 
right now, nothing else. I want to know the lobbyists, who they are. 
You say it is very expensive. You say these people charge large fees. 
I would like to have a list. 

Mr. Coorrr. We do not have such a list. What Mr. Allen meant 
was that we have many people who come into Washington with the 
company’s petition. They are industrial relations vice presidents, or 
they are attorneys, or they are attorneys in Washington who are on 
retainer with big companies around the country. They are able to 
come to Washington. Any day you might come to our office, you 
might see a whole bunch of them sitting around waiting to find out 
about their cases. The smaller-business man cannot afford to do that. 
He writes a letter, or else he writes to his Congressman or Senator to 
try to get attention to his particular case. We do not have any such 
list. All we know is that we have dozens and dozens of people every 
day who call up long distance, or who come to Washington to talk to 
us. 

Chairman McKetxar. But the statement is that most small-busi- 
ness men are at a disadvantage right now, because they cannot afford 
to hire Washington representatives. Now, you give that as one of the 
reasons. I want to say that any person in Tennessee that writes to me 
has his letter at once forwarded to the Department for comment, or 
a statement about it. I do not think any man in Tennessee can say that 
they have not had their claims forwarded and looked after. But I 
want to know who these representatives are that you are talking about. 
I would like to have a list of them if you can get me a list. 

Mr. ALLEN. Sir, we do not have a list of the lobbyists who represent 
trade associations and these various groups. I think the answer to 
your question is that each one of these Gaisisideiees have individual 
problems, and need to be given information. concerning the operation 
of this particular program, which they cannot secure from representa- 
tives of trade associations and lobbyists who are interested in legisla- 
tion. This is an administrative program that we are trying to carry 
out under the laws that have been passed. 

Chairman McKetxar. I am just using your own language. You 
must have had something in your mind about the costliness of these 
lobbyists. For instance, I do not mind telling you the name of the 
only one I believe I know. His name is Percival Smith, and I asked 
him how much salary he got, and he told me he got $65,000 a year. 
He is still a lobbyist here. He must be worth considerable. I wonder 
what they do. You do not have lobbyists around your organization, 
do you? I hope to heaven you have not. You do not allow them to 
come in and discuss cases with you ¢ 

Mr. Aten. No, indeed not. 

Chairman McKeu.ar. I am glad to hear it. My secretary calls my 
attention to a list on page 11517 of the record and the following pages, 
and we may be able to lind that out. In the meantime, if you can find 
out anything that will justify your statement, we would be glad to 
have it. We would like to know. 


« REGIONAL OFFICES 


Mr. AtLen. Senator, we want to get our organization working on a 
* decentralized basis where we can be in touch with the problems of 
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small, medium, and large businesses in the areas where they have to 
deal with this problem. 

Chairman McKeuuar. If you were in a decentralized condition, 
how would you get in touch with them? It makes it more difficult 
for you. 

Mr. Auten. They get in touch with our representatives in the re- 
gional offices. They are really processing centers for applications and 
petitions to our Board. 

Chairman McKe.uar. I do not mind telling you that I have been 
here a long, long time, and I never saw an oftice that is called a re- 
gional office worth a single continental dime in my life. I would like 
for you to name me any one that you have. If any of them are worth 
anything, I would like to know that fact. I think we ought to be just 
and fair in saying that here is an organization that is doing some good. 
But so far as regional offices are concerned, I have never known any 
of them to do any good. Go ahead. 

Mr. Auten. We feel, Senator, that our program should be set up 
and administered in such a way that the regulations can be largely 
self administered by business itself. 

Chairman McKeuxar. That is hard for anyone to do. There is 
only one way to do things with an organiz: ition or without an organi- 
zation, and that is to work like hades. That is the only way to do 
it. It takes work to get along. 

Mr. ALLEN. Precisely. 

Chairman McKetiar. No matter what they are called, works or 
organizations, it takes work to do the job you have, because you have 
a very apontent job. It takes a lot of work to do it. Do not bother 
about staffs and do not worry about organizations; put your men 
to work. 


PERSON NEL BUDGET INCREASE 


Mr. AuLeN. Absolutely. We have now about 115 employees. This 
is a rather small unit which should be expanded to something like 
523 that we have indicated. 

Chairman McKetuar. Tell us why it should be expanded to 500? 

Mr. AtLen. Because we deal, Senator, with the managerial, execu- 
tive, administrative, professional, and personnel that I describe as 
the sparkplug people of American industry. They are the innovators. 
They develop new industry. They plan the programs by which pro- 
duction is achieved to meet our defense and civilian requirements. 
Under the economy in operation now which I understand is at the 
level of $300 billion of the national product, a budget of something 
like $3 million to see to it that the chiselers are not going to upset 
this economy of ours—— 

Chairman McKetxar. I agree with you 1,000 percent on that, but 
do not let the chiseler get in your department. 

Mr. Auten. That is right. That is why we need an enforcement 
program. We cannot have a policeman in every factory. Informa- 
tion that is coming in rapidly since our regulations are developing. 
We will have a reporting system for those phases of activity in plants, 
concerning the establishment of salary schedules and merit increases, 
ete., where someone might think that the employer gave his em- 
ployees too large an increase. We require reports where the percent 
of increase is in excess of established limits. 
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Then we are going to make random samples of those reports and 
where we see that there is a possible violation or bad intent, we are 
going to send out inspectors to that particular plant from the re- 
gional office to determine whether there has been a violation. 

The word gets around very rapidly, Senator, when some inspectors 
are in town. They tell their friends, “You better look out.” We 
do not feel, in other words, that we have to have policemen. We would 
have a police state if we had an inspector in every plant in the country. 
It isabsurd. We would require a $100 million budget. We are work- 
ing out a system whereby we can trust industry to do the job it has 
alw: ays done so well. 

At the same time, however, we shall make sufficient inspections to 
make sure that some chiseling is not going on. 

That, in brief, is our program. We think it is a very modest bill 
when we consider the magnitude of the whole operation. 

Chairman McKe iar. Do you have an organization in your whole 
set-up that is after the chislers? 

Mr. Aten. No. 

Chairman McKetiar. How many are after chislers ? 

Mr. Auten. I think this whole program that Congress has asked 
ODM and ESA to set up is geared to the same philosophy. 

Chairman McKetier. You are all after chiselers. 

Mr. Aten. No; we just want to prevent the chisler from inflating 
our economy in every particular way. Stabilization is our aim. 

Chairman McKexiar. The Office of Price Administration does that, 
does it not? 

Mr. Auten. Absolutely. They have an enforcement program that 
is already getting under way, and I personally think worked out on 
very sound lines. 

Chairman McKetuar. I hope so, I do not believe in chiseling the 
Government. I think that is the last thing any man ought to do, 
and he ought to be put in jail if he does. 

Mr. Auten. I agree, absolutely, but we have to have a traffic cop. 
I would like to ask Mr. Alvord, a member of the S Salary Stabilization 
Board, to give his impression of our program. 


Chairman McKetxar. All right, Mr. Alvord. 
STABILIZATION OF SALARIES 


Mr. Arvorp. I suppose this is the-first time I ever came before any 
committee of Congress to ask for money. I am going to be further 
unprecedent; I am going to minimize the importance of our job. I 
can analyze it for you this way. If you are going to stabilize prices, 
you are going to have to stabilize wages. If you are going to stabilize 
wages, you have to stabilize salaries. The salaries are on the tail 
end of the job, and the least important. I suspect they are also more 
simple than either of the other two jobs. 

As most of you gentlemen know, I am a practicing law yer and 
quite active. W hen Eric Johnston asked me to take the job, I hap- 
pened to be abroad. I considered the matter for 2 days before I 
decided to take it, I am glad to say on a noncompensation basis. The 
reason I took it is that I think that the stabilization of salaries, con- 
trary to the methods that were used during World War II, can be 
done on a self-administered basis to a great extent, 





SUPPLEMENTAL APPROPRIATIONS FOR 1952 823 


Chairman McKetiar. What do you mean by that / 

Mr. Arvorp. I think we can prescribe regulations, Senator, which 
will take care of 90 percent of the problems of normal salar y increases 
and normal salary promotions. It will take care of the tremendous 
number of things that you gentlemen probably do not think of as sal- 
aries, but which are compensation directly or indirectly, presently or 
in the future. The field is very, very big; the problems are very, very 
many. 

Chairman Mckenuar. I think you should be the last man to make 
a statement like that. I understand that you were once an employee 
of Senator Smoot, one of the finest Senators we ever had in this body, 
and a grand man and a great economist. 

Mr. Arvorp. As a matter of fact, 1 was one of your employees at 
one time. You do not know it. I was never employed by Senator 
Smoot. I was in the Legislative Council for several years. Then I 
was employed by the Treasury Department as legislative counsel 
for many years, 

Chairman McKetxar. What I say about Senator Smoot still goes. 

Mr. Atvorp. With that I agree. IL hate totell you, but my day goes 
back to Senator Warren, Senator Jones, and Senator Carter Glass. 

Chairman McKetiar. They all served during the time I have 
served, 

Mr. Atvorp. Yes, sir; they did. 

Senator Tuyr. Then do you think, sir, that this budget cut here. 
if you can simplify and minimize the work of that department, can 
be reduced? I mean the budget request that appears, and of course 
the House reduced that budget request. Can you operate on a smaller 
budget than is indicated in the item here / 

Mr. Atvorp. Senator, our budget is based upon the theories which 
I have now been expounding. If these theories do not work, you will 
find that the Salary Stabilization Board and the Office of Salary 
Stabilization will require much more than they are asking. I think 
we can make it work. We have only been on the job for 2 months, 
and it is not a very long period of time. 

Chairman McKetiar. We want to help you in every way in the 
world we can, but we do not want you to spend money extravagantly 
or foolishly. 

Mr. Atvorp. As the operator of a business, I can assure you that I 
have never spent money carelessly. 

Chairman McKetxar. I am sure you have not. 

Mr. Atvorp. As an advocate of Government economy I have criti- 
cized you gentlemen more than I pressed it. 

Chairman McKetrar. You have already criticized, inasmuch as you 

said we did not know our business, but excuse the chairman of this 
committee; this is a pretty good committee. 

Mr. Atvorp. No; I did not say that. I said I probably do not know 
my business. I know this committee much too well, and the House 
committee much too well not to know you are doing as good a job 
as you can under the circumstances. 

Chairman McKetiar. We are trying to. Go ahead. 


STAFF REQUIREMENTS 


Mr. Atvorp. At the present time we are inadequately staffed, not 
staffed nearly as well as my own office, and you can be sure my own 
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staff is pretty small, but we have our teeth into all but one of the prob 
lems that are facing us. I cannot tell you about that, and I do not 
see the answer to it. I think that 90 percent of the stabilization of 
salaries is possible. At the same time we shall be able to permit 
normal salary increases, and also at the same time permit justifiable 
bona fide promotions. Ninety percent of that job can be done by 
industry itself under the regulations which we will write. I am 
really a Congressman down there because the Board itself has nothing 
to do with the cases. We write the law. Under our regulations, | 
will consider my job a failure if we cannot settle 90 percent of the 
problems through our regulations. That still leaves 10 percent. 
The 10 percent of the cases are tough. 

Bear in mind, our jurisdiction runs all the way from the highest 
priced movie star down to the lowest priced salaried employee not 
represented by a union. Despite the fact that I have been repre- 
senting industry for a good many years, I discovered that I did not 
know a thing about salaries and compensation. I thought I did, 
but I did not. 

If you gentlemen will stop to think—everyone from the corner 
grocery store employee to your drygoods man, to your bank, to 
your public utility back in your own ‘home town, all the way up to 
Mr. Wilson, of General Motors, presently has his salary frozen. 
It can be increased only as we say it can be. I think I have given 
you the problem as I see it. I think I have given you my general 
solution for it. I would be glad to discuss as many details’ with you 
as you wish. These concepts can best be executed based on the budget 
we have submitted. We cannot ask anyone from a small town in 
Tennessee, Mr. Chairman, who has two salaried employees to come 
to Washington if he wants to give either a promotion or a salary 
increase. We will have regulations 

Chairman McKetiar. A lot of them come anyway. 

Mr. Atvorp. They may come, and if they come we will have some- 
one for them to see. I trust they will not have to bother you too 
much, but I know they still will. 





FIELD ORGANIZATION 


For example, my home town out in northern Wisconsin, they do 
not get even daily newspapers out there. They still have salary 
problems. There must be some way so that these fellows can under- 
stand what this is all about, and what they can do. We oe clo 
it from Washington or we do it from the field. Personally, I am 
not yet sold on the field organization, but the personnel set me in 
the budget are necessary either in W: ishington or in the field. If 
Dr. Allen can convince me that the field organization is essential, 
although I have very little to do with it, certainly I would go along 
with it. But the same personnel will be necessary whether ‘they are 
in the field or whether they are here, in order to handle this 10 percent 
of the job; and that is a tough 10 percent, gentlemen, I can tell you 
that. It isa very tough 10 percent. 

In connection with the 90 percent class of cases. which we will 
dispose of either here or in the field, I suppose there will be roughly 
several hundred communications a month just to find out what our 
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regulations mean. Since we have issued a couple of regulations, 
our telephone calls have increased tremendously. 

Senator Knowxanp. If I might interrupt you for a moment, I 
have a slightly different viewpoint than the chairman perhaps on 
this, but I think there is some merit in a field organization if it is 
effective and enough authority then is delegated to the field so they 
can make the decisions. I happen to come from the Pacific Coast 
State of California, and it is quite a problem for a small-business man, 
or even a medium-size business to have to come 3,000 miles across the 
continent, or even if he telephones, it is an extra tax on him because 
the telephone tolls or the telegraph tolls or the air transportation or 
the rail transportation is really an inequitable tax on the man who 
lives that distance from the Nation’s Capital. I just do not think 
that this great country of ours, as complex as it is in its economy 
or geography, can be either efficiently or effectively run out of the 
Nation’s Capital. I think we need a little more decentralization 
rather than overcentralization. 

Senator Tuyr. I concur with what Senator Knowland says, be- 

ause it costs a man to fly a round trip from St. Paul $120.02, plus his 
lodging here, and to find his lodging after he gets here, it is just a tre- 
mendous expense. It would be much easier in my humble opinion 
if we could go down to that district office and pick up with the district 
man the question and the problem that he has. The district man is 
familiar with the circumstances surrounding that community and I 
think we could expedite it. I know that the ‘complaint during World 
War II was that he had to chase either to Chicago or Washington 
far too often, and it took him away from his business management. 
Quite often he met with people that were not familiar with his sur- 
roundings and could not explain it. 

Chairman McKet.ar. You are making a mistake in saying that I 
was opposed to the district man. I am not opposed to the district 
man. I am opposed to these in-between offices, these regional] offices. 
We have one regional office at Atlanta, another one at Charlotte, 
N. C.—and we have a long State, too—and we have one at Cincinnati, 
and that is working all right, because it is in the line of business and 
trade. But I am not talking about the district office. I am talking 
about the regional office. I think that is bad business. 

Senator Ecron. Mr. Chairman, may I ask a question or two? 

Chairman McKettar. Yes, sir. 

Senator Ecron. Mr. Alvord, do I understand you to say that you 
have no jurisdiction over salaried people who belong to unions? 

Mr. Atvorp. That is true, sir. 

Senator Ecron. How are those salaries taken care Of, through the 
Wage Stabilization Board ? 

Mr. ALLEN. Yes, sir. 


SALARY RESTRICTIONS 


Senator Ecron. Suppose an elevator company has some men that 
they want to hold, and they think in order to keep them on the job 
their salaries should be increased $25 a month, and these men do not 
belong to a union. Would the management have to get permission 
before they could get an increase for them of that $25? 

Mr. ALLEN. That is correct. In the case, Senator, where it exists 
in the same plant, there we work closely with the Wage Board so that 
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concurrent action can be taken and the operation of that particular 
plant not be upset by action affecting one group of employees, and no 
action affecting another group. 

Senator Ecron. Do you have any jurisdiction over salaried em- 
ployees in agriculture, for instance? 

Mr. ALLEN. Yes, sir. 

Senator Ecron. So if a farmer had a man hired the year around 
and was giving him $300 a month, and he wanted to raise him $25 a 
month to keep him from going off to some defense establishment, 
would he have to get permission from you to raise him ¢ 

Mr. Auten. That is correct. 

Mr. Coorrr. If he fell within one of these categories of employees. 

Senator Ecron. That is what Iam asking. Would such a salaried 
employee engaged in agricultural pursuits come under your jurisdic- 
tion ? 

Mr. Atien. That is correct. 

Mr. Cooper. If he were an executive or administrative person on 
the payroll of the farmer. 

Senator Ecron. Those kinds of people are usually listed as either 
managers or superintendents or straw bosses or something like that. 

Mr. Coorer. That is right. 

Mr. Atvorp. Thev are under our jurisdiction. 

Senator Ecron. They are all under your jurisdiction ? 

Mr. Anvorp. Yes, sir. 

Senator Ecron. And a lot of farmers in the West especially hire the 
men by the year around. They are designated as ranch employees, 
but they are on a salary. They are not on a wage basis or day basis, 
but on a monthly basis the year around. 

Chairman McKetxiar. They would come under the law, too. 

Senator Ecron. They would come under your jurisdiction, also? 

Mr. Atvorp. You are hitting at an aw fully close figure, Senator, but 
1 would be inclined to say yes. 


HOUSE ALLOWANCES 


Senator Hiin. You are asking for $3,126,000. 

Mr. Atvorp. That is right. 

Senator Hiri. How did it happen that the House only allowed you 
$587,750 ? 

Mr. Atvorp. Mr. Cooper can answer that better than I can. That 
was based on the oneration we then had. We were too new to have 
any experience. The House, as I understand it, said, “ATl right, we 
just assume you will go on as you are, and we will give you that much, 
and you can take it up with the Senate after you know better what your 
job is.’ 

Senator Hiri. When did you begin to function ? 

Mr. Coorrr. We were established by order in May, but there were 
not any employees at all. The Board actually came into existence 
and was sworn.ir on July 10, end began opersting fhen. When we 
went up to the House, we had very little in the way of operating 
experience back of us. The House committee in its report said they 
propose $1,000,000 without specification as to its use. They said 
this is another new board. Jt has been in existence only 3 weeks. 
They do not really know and we do not really know, so we will set 
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forth this figure. They understood that we would probably come 
up with more figures. We did get permission to give a better justi- 
fication on the basis of added experience during the past week. 

Chairman McKeuiar. Let me ask you this. I understood you to 
say this is entirely different than anything we had before. This 
is in the nature of an experiment. 

Mr. Atvorp. The problem is precisely the problem we had in World 
War ll. It was handled in World War II largely through individual 
applications. 1 worked quite a bit on the other side as a representa- 
tive of industry during World War IT with salary stabilization, which 
is one of the reasons I said to myself 1 would much prefer to get 
rid of individual applications. I would much prefer to lay down 
some general rules, and let industry itself apply those rules, and per- 
haps be a little better on enforcement. 

Chairman McKetiar. That is the plan you are undertaking to 
put out now. ; 

Mr. Atvorp. That is right. 

Chairman McKettiar. All right. Any other questions, gentlemen ? 

Mr. Atvorp. If the committee is through with me, I am catching 
a 12:45 plane to New York. May I go? 

Chairman McKexuiar. Yes; we are much obliged to you. 

Mr. Coorrer. I want to add, when Mr. Feinsinger was here one 
of the Senators asked if there was any duplication of activities, and 
I want to say toa great extent wherever possible we utilize the admin- 
istrative services of the Wage Board, so that we do not have duplication 
in administrative facilities. We use their mail room, their person- 
nel office, their budget office, and do not try to establish our own. 
So we do achieve an economy that way. 

Chairman McKeriar. All right, sir. Any other gentlemen who 
wish to say anything? 

Mr. Auten. Nothing further, except that I would like to intro- 
duce my full statement for the record. 

Chairman McKenuar. Yes, sir. It may be inserted in the record 
at this point. 

(The statement referred to is as follows:) 


STATEMENT OF THE CHAIRMAN OF THE SALARY STABILIZATION BOARD 


Mr. Chairman and members of the committee, we appreciate the opportunity 
to appear before you in support of the 1952 estimates for the Salary Stabilization 
Board, Since the drafting of the original justification, we have had a great deal 
of intervening experience which made necessary a redistribution of the estimate 
within the $3,126,000 requested. Even the expression “great deal’ must be used 
on a relative basis for the Board has actually been in business only since July 
10, 1951. Prior to that a very small staff was engaged in the preliminary work 
of ‘getting the Board set up to operate. The Salary Stabiliaztion Board was 
authorized and established by General Order No. 8 of the Economic Stabilization 
Administrator on May 10, 1951. 

The reason a new board was created was to assure that separate treatment 
would be given to people who are employed in executive, administrative, profes- 
sional, or outside salesmen capacities as defined in regulations issued under the 
Fair Labor Standards Act, section 13a and who in their relationships with their 
employers are not represented by duly recognized or certified labor organizations. 
The ordinary wage regulation which is designed to meet the compensation 
problems of the hourly worker in a collective-bargaining situation is simply not 
adequate when management salaries are to be regulated. Quite clearly, separate 
regulations are necessary for the management group of employees. In addition, 
it seemed appropriate to remove from the jurisdiction of a tripartite board com- 
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prising labor, industry, and public members, authority over the compensation of 
the management group whose salaries are not subject to determination by repre- 
sentatives of their employees. That, very briefly, is the story of why we were 
established as a separate Board. I shall be glad to elaborate upon it if you 
desire. 

Gentlemen, the present bucget for salary stabilization was a minimum budget 
submitted, not as a measurement of what we felt was actually needed, but as a 
minimum basis for getting under way with our part of the total stabilization 
program and affording us, as well as the Congress, an opportunity to determine 
in the next » propriation what we would need in the future. I believe the 
entire amount of this appropriation is necessary if we are to have an effective 
program, 

Our program can be described in three major aspects: One is the analysis of 
economic conditions and the analysis of practical operating problems of busi- 
nessmen, as reflected in their petitions as a basis for development of realistic 
regulations. Second, the disposition of cases in accordance with the regulations 
and under special rules to handle cases for which no general regulations can 
be promulgated. The third major aspect of our program is enforcement. The 
first point, I believe, speaks for itself. I should like to discuss the other two 
briefly. The biggest problem we have is to handle our petitions promptly. At 
present they are all coming in to Washington where we handle them under 
a very unsatisfactory system of remote control. Frequently the petitioner has 
been giving insufficient facts. We must therefore write him asking for addi- 
tional information. This is all time consuming. In the meantime, the busi- 
nessmman is handicapped because he is not able to get a prompt determination 
from us. 

The Government should really go to the people. Our plans were to establish 
field offices closer to the centers of industry so that the businessman could 
come in to talk with us informally about his problems if necessary. Most 
small-business men are at a disadvantage right now because they cannot afford 
to come to Washington or because they cannot afford to hire Washington rep- 
resentatives. We felt that our field organization would actually be economical 
from the standpoint of the Government, as well as the private businessman. It 
would ultimately mean for us a great deal of savings in travel cost, especially 
in connection with the making of investigations. If we are not able to establish 
a field organization, we will be handicapped further by not being able to have 
a staff of sufficient size to dispose of incoming cases in any reasonable time. 

For all practical purposes, we will also not be able to have any kind of an 
enforcement program if we are not able to obtain funds requested. This is 
one of the most serious considerations of all. We need to have a vigorous en- 
forcement program—we are told this by industry representatives themselves—so 
that the legitimate businessman is not placed at a disadvantage in the em- 
ployment market by his competitors who flaunt the regulations. It seems to 
me that a very substantial number of the problems referred to us by Senators 
and Congressmen rise out of complaints from their constituents that they are 
not able to meet the salary inducements offered by other employers who are 
pirating their employees from them. 

Our enforcement program was planned to be carried out mainly in the field 
in conjunction with other enforcement agencies. We had depended upon the 
full estimate being appropriated in order to accomplish this. 

While we are diseussing the need for our field operation, I would like to 
discuss, briefly, one important change from our original justification. Origi- 
nally, the assumption had been made that we would utilize the services of the 
Wage and Hour Division of the Department of Labor just as the Wage Sta- 
bilization Board is doing. After careful consideration of all viewpoints, however, 
the Salary Stabilization Board decided that the public interest would best be 
served through establishment of a field organization under the immediate contro] 
of the Salary Stabilization Board itself. Actually, this does not mean that we 
are asking for more money. Instead of transferring funds to the Wage and 
Hour Divisior, we are simply proposing that we expend those funds ourselves. 

The Board attempted to obtain a sample of industry reaction to the suggestion 
that we utilize the Wage and Hour Division both for the receiving of petitions 
in the field and for the conduct of investigations. The sample of industry people 
that we talked to received the suggestion, generally, with concern. They felt 
that it was all right for the wage-and-hour people to deal with management 
in connection with the wage-and-hour group and to make investigations of the 
wage-and-hour payrolls. But management was not yet ready to accept the 
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idea of the Wage and Hour Division coming in on the management side, espe- 
cially tep management. The Board considered this problem very carefully and 
finally decided that it would possibly violate the intent of Congress to grant such 
an authority to the Wage and Hour Division. 

The Board felt that by its administrative action in giving jurisdiction to the 
Wage and Hour Division, it might be granting authority which the Congress 
might never have intended for an organization concerned with minimum labor 
standards. Additionally, the people in the Department of Labor are quite prop- 
erly concerned with the problems of labor. Our Board feels that it has no right 
to disturb existing conditions. The Board felt that it had no responsibility to 
inject a labor organization into areas of employment heretofore not open to them. 

Gentlemen, I have been quite frank with you. I shall be happy to answer 
any questions you may put to me. My executive director, Mr. Cooper, is also 
here to furnish any information you may desire. 


Economic STABILIZATION AGENCY 


STATEMENTS OF TIGHE E. WOODS, DIRECTOR; WILLIAM G. BARR, 
GENERAL MANAGER; ED DUPREE, GENERAL COUNSEL; JOHN J. 
MADIGAN, DEPUTY DIRECTOR (ADMINISTRATION); MILTON B. 
DAVIS, DIRECTOR, PROGRAM ANALYSIS AND STATISTICS; AND 
G. WILLIAM COMFORT, DIRECTOR, BUDGET AND FINANCE, 
OFFICE OF RENT STABILIZATION 


OFFICE OF RENT STABILIZATION 


Chairman McKetiar. Mr. Woods, I believe you have a statement 
tomake. Do you want to put it in the record first, and give the high 
lights ¢ 

Mr. Woops. I would rather put it in the record, and give the high 
lights. 

Chairman McKetiar. Without objection, that will be done. 

(The statement referred to is as follows:) 


STATEMENT BY TIGHE KE. Woops, Director OF RENT STABILIZATION 


Under the Housing and Rent Act of 1947, as amended by the Congress, the 
administration of rent control will be greatly extended both as to areas and as 
to types of units. The Office of Rent Stabilization, a constituent agency of the 
Economie Stabilization Agency, now has responsibility for this program. One 
provision of the act provides that in any area which is declared critical by a 
joint certification of the Secretary of Defense and the Director of Mobilization 
yent control shall be established. This means not only rent control on un- 
furnished residential units but on the types of accommodations which have been 
exempt from control since 1947. It means that all new construction since Feb- 
ruary 1, 1947, all conversions since that date, hotels, motels, and tourist camps 
will come back under control in these critical areas. Although there has been 
some delay, the Critical Areas Committee is now operating and we may get a 
list in the next few days of from 40 to 80 areas into which we would have to go 
immediately. 

Another provision of the present act authorizes the local governing body of any 
incorporated conmunity or the unincorporated portion of any county which was 
decontrolled by local option or never had rent control to vote the imposition of 
Federal rent control, 

A committee of the Senate recently issued a report severely criticizing housing 
conditions around many of our military installations. While the lack of housing 
was cited, the committee also called attention to the exorbitantly high uncon- 
trolled rents in these areas. There are roughly 500 reactivated military installa- 
tions, of which 200 are completely without rent control and in the other 300 
certain types of accommodations are free from control and will have to be 
brought back under the Federal rent-control regulations. 
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I regard the lack of rent control around the reactivated military installations 
a matter for first priority by the Office of Rent Stabilization. I have per- 
sonally inspected many of the areas surrounding some of our recently activated 
camps. ‘Chese camps for the most part are in rural areas. ‘To maintain effective 
rent control in these areas it will be necessary for us to secure office space and 
adequate personnel. To try to administer rent control by the rent-station 
method, where permanent personnel are not on duty at all times, has proved 
an absolute tailure. Camp Lejeune, N. C., the big Marine base, is located near 
the community of Jacksonville, N. C. Jacksonville, a town of 4,000 population, 
has remained continuously under rent control. However, we found that be- 
cause rent control in that area was administered from an office in another 
town, 30 miles away, violations existed in 75 percent of all the rental accom- 
modations. We also found that because of the exemptions in the rent-control 
law for various types of accommodations it was necessary to have enough 
personnel in this little office to physically inspect 80 percent of the rental accom 
modations spread over a 70-mile area. 

Under the new act, our offices in communities already under Federal rent 
control will have a substantial increase in workload for the following reasons: 

1. The 20-percent rent-increase provision in the act is not an automatic pro 
vision. It requires the filing of a document to enable the rent office to determine 
in each individual case whether the landlord has previously received any in- 
creases which the law requires are to be considered as offsets to the 20 percent, 
Some 525,000 applications were filed in August 

2. All new rental housing constructed since February 1, 1947, is subject to 
control when an area is declared critical. 

3. All conversions of existing accommodations into additional family units 
since February 1, 1947, must be controlled when an area is declared critical. 

4. All hotels are subject to control when areas are declared critical. 

5. All tourist courts, trailer camps, and motels are subject to recontrol when 
areas are declared critical. 

As you know, the act continues the provision for rent advisory boards. These 
rent advisory boards are concerning themselves more and more with individual 
appeals from both landlerds and tenants. As the boards get into this appeal 
work they insist that they must have examiners or inspectors and clerks desig 
nated for the exclusive use of the boards. I am deeply grateful for the assist- 
ance that these boards are rendering for a better administration of rent control 
at the local level. At the same time I cannot ask these good citizens, who serve 
in a voluntary capacity, to also handle the detailed work in connection with 
appeals on individual cases, 

In conclusion, I should like to call the committee's attention to the fact that 
at the peak of Federal rent control there were approximately 16 million units 
under control and the employees of the agency numbered approximately 8,000. 
By January of 1952 we expect that there will be approximately 10 million units 
under rent control and that the administration of these 10 million units will be 
handled by a maximum staff of 3,500. 


WORLD WAR II RENT-CONTROL ORGANIZATION 


Mr. Woops. At the peak of World War IT in rent control we had 
8,000 employees handling 16 million units. We are asking for 3,500 
employees to handle about 10 million units. Today there is a dif- 
ferent type of rent control, because of the military policy not to dis- 
courage servicemen from bringing their families when they are in 
training. It is a problem that was not as acute at the beginning of 
World War II because they were mostly single men. They were 
taken into camps, and if the permanent barracks were not ready 
they put them in tents or slept them some place. But today many of 
these fellows are reservists. They are married and bringing their 
families with them. Many places that were small communities have 
now mushroomed to 30, 40, 50 thousand population in a matter of 
2 or 3 months. The number of these commzmnities is not definitely 
known, but we do know there are about 200 possible critical areas 
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where we undoubtedly will have to go in as soon as they have been 
certified by the Secretary of Defense and the Director of Defense 
Mobilization. 


PERSONNEL CUT BY HOUSE 


If the House cut were to stand, we could not service any rent 
stabilization in these military areas, and we would have to cut ovr 
existing staff of some 2,700 to about 800. 

Yesterday there was quite a bit of discussion concer ning regional 
offices, Mr. Chairman. Our regional offices are small and purely super- 
visory. They have nothing to do with the public. The public deals 
with the local office in his own town, the local rent advisory board, 
or Washington. 


INFORMATION STAFF 


I would also like to comment for a moment, because the other con- 
stituent agencies have been asked to comment on it, on the proposed 
rider which cuts information staffs by 50 percent. We have a total 
of 26. We are asking for a total of 26 professional and 22 clerical 
for our entire information staff. We have to have a good informa- 
tion staff because we deal in things that are of concern to small peo- 
ple—landlords and tenants who w ‘ant to know the rules. 

Just for example, take one thing: The Congress passed a 20-per- 
cent rent increase. That is the way most people consider it—a 20- 
percent rent increase—and yet they put in the act restrictions. So, 
if a man was just to think, well, Congress passed a 20- -percent increase, 
therefore I can charge it, he might find himself in violation, not 
through some red tape we have introduced but because of the very 
wording of the law, which says he is to have a 20-percent increase 
provided that he did not have an increase since June of 1947 which 
offset part of this increase. 

Now, it takes information; it takes newspaper stories; it takes 
getting on the radio and television, to tell the people how this thing 
works so they will not be in violation. That is just one phase of this 
rent-control operation where we badly need an information staff. 

Senator Ecron. Mr. Chairman, I just wanted to ask Mr. Woods at 
that point why the landlord or the tenant could not just telephone 
the local office in their own town and get that information. That is 
what I would do if I were either landlord or tenant, and it was ques- 
tionable. 

Mr. Woops. That is what we hope they will do, but when finally 
they come in on a case, and a violation has occurred, and we ask why 
that was not done, they said, “Well, your phones were busy. I was 
out of town, and I did not want to make a toll charge,” or “I did not 
have the time to come to your office.” 

Senator Ecron. If I want more rent, or if my rent is raised, it is up 
to me to get information. You are providing local officers every- 
where to have that information available. I think that is the land- 
lord’s or the tenant’s own fault. 

Chairman McKetuar. I believe another thing about that, Mr. 
Woods. If anybody gets hurt on rent, either side, they write to me 
at once about it, and they know all about it. I have sent you thousands 
of letters. 
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Mr. Woops. A lot of them do, Senator, but when they have com- 
mitted a violation—and many of them do—they say: “We didn’t know 
about it. Weare not lawyers. We don’t read all of your regulations 
in the law.” 

Chairman McKeuiar. That is the excuse of every law violator; 
is it not? 

Mr. Woops. It is, Senator, but with many of them it is really the 
truth, and it is hard to penalize those people. 

Chairman McKetiar. We all realize that. 

Mr. Woops. Many of them.are little people. It is not their main 
business. They may have one or two units, and they get themselves 
unconsciously and innocently in violation. But that is what they 
always come back to—‘We did not know the law. We do not read 
those regulations.” 

We feel that our information staff does a job in constantly repeat- 
ing what the landlord’s rights are and what the tenant’s rights are. 

Senator Hitz. Let me ask you this: Was there any record kept dur- 
ing World War IT as to how many inquiries about information came to 
you? Do you have any idea as to what the experience was during 
World War II? It seemed to me, as a Member of the Senate, I got 
more inquiries about rent control than I did anything else in that 
whole regulatory set-up. Was that your experience, Mr. Chairman’? 

Chairman McKetxiar. That was my experience. 

Mr. Woops. I think that is true, Senator. I think we did keep some 
figures. 

Senator Huu. When I was home during World War II on any 
kind of research, my people came to see me about some question on 
rent control more than any other matter on all that program we had 
during the war. 

Chairman McKetuar. If people wanted to rent for a little more, 
they would ask why should the Government here in Washington, who 
did not know anything about it at all, where the renter was willing to 
pay the rent, and she was willing to take the additional rent, under- 
take to settle the question. I got thousands of those letters. 


LOCAL RENT ADVISORY BOARDS 


Mr. Woops. Senator, I think we have learned by experience. After 
all, we are the one defense agency that has carried over or bridged over 
between World War ITI and the present situation. Two years ago, or 3 
years ago now, I think very wisely the Congress put a provision into 
the Rent Control Act which has changed the whole picture, and that 
was a provision for the setting up of what it called “local rent advisory 
boards.” These are unpaid citizens who serve voluntarily, and who 
have the authority, which we have delegated to them, if something is 
done in the local office that the landlord or the tenant does not like, they 
can appeal to this board; and, if the board changes the decision, that 
Fs and that sticks all the way up tome. It has improved it a great 

eal. 

ME vices McKetxar. Has that worked all right as far as you 
ow? 
Mr. Woops. Very well, Senator. 8 
Chairman McKetxar. I am glad to hear it. 
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Mr. Woops. Because it is local determination. 

Senator Hux. If there is any unhappiness about the decision the 
unhappiness is with the local neighbor and not with your administra- 
tion or the Senator or Congressman. 

Mr. Woops. That is right, sir. I have asked many Senators and 
Representatives lately, and I think their mail on rent control has 
dropped off considerably. 

Senator Ecron. That is true, thank goodness. 

Mr. Woops. I think it is not that rent control is not there, because 
in many places it is still there, but this local board takes the heat 
off them and me, too, in many, many instances. ‘That is because the 
board has the right to say, “We think your office was wrong; now 
do it this way.” 

Chairman McKetxar. All right, sir. Go ahead. 


1952 BUDGET REQUEST 


Mr. Woops. That is the high light, sir, I might add, on the estimate 
itself, our original estimate was $18,000,000. That estimate, of course, 
included a sum for commercial rents. When the Congress did not 
include commercial rents, we took out $1,600,000. Then we made a 
further revision because of the lag time of our request to $15,825,000. 
That is what we were asking. ‘The House committee allowed us 
$15,000,000. 

Senator Hi. As I understand, this 20-percent increase is not an 
automatic thing. 

Chairman McKetuar. The House cut it down to about a little over 
$8,000,000. 

Mr. Woops. It would come down to about $8,000,000. 

To answer your question, Senator Hill, it is not an automatic thing. 
It is automatic providing they file an application, which is an order. 

Senator Hirt. You have to check that application to make sure 
that it complies with the law and is in order ¢ 

Mr. Woops. That is right. 


WASHINGTON EMPLOYEES 


Chairman McKeiiar. How many employees have you here in 
Veena, Mr. Woods ¢ 
Mr. Woops. In Washington we have 307. 


FIELD EMPLOYEES 


Chairman McKetiar. How many have you in the field ¢ 

Mr. Woop. We have in our regional offices, 91; in our area offices— 
those are the operating offices in the cities—2,223; in litigation offices 
throughout the country, 111; and in the field records and property 
offices, 25. That may sound a little confusing. Field records and 
property offices are maintained in areas where, among other things, 
we store files, because many cases are still alive in the courts. It is 
to give local people access to those files. 

Chairman McKe tar. I think one thing that took the heat off us 
here in Washington was the fact that a city or a State or county 
could decree otherwise if their authorities did not have rent control, 
and many of them did. Many of them in my State did, at any rate. 
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However, some of them did not. We ought to have rent control. We 
ought not to allow people to charge exorbitant rents in times of trouble 
as we have now. But I am wondering if you could not do away 
with your regional offices and this business through your district 
offices. W hy c could you not do that ? 

Mr. Woops. Senator, let me put it this way. We have taken out 
of the regional offices first everything dealing with the public. But 
dealing w vith a lot of offices in local places, part icularly now that we 
have to have a lot of small offices around military installations, some- 
times they get behind in their work. Sometimes we have not picked 
the right person, and they need a little disciplinary action. Some- 
times there are local troubles. We felt that it would be cheaper for 
the Government if we had, say, somebody from Chicago to go to 
Springfield, Ill, and straighten the matter out, not with the public, 
but with our own people, than for us to send somebody from Washing- 
ton. They are small in size. It is purely to supervise our own per- 
sonnel in the field. 


LOCAL RENT BOARDS SERVE WITHOUT COMPENSATION 


Senator Hii. Mr. Woods, os the local people that serve in commu- 
nities on those local boards draw any compensation whatsoever ¢ 

Mr. Woops. No, sir; they ag not; except that they draw the travel 
allowance if they had to go from their own residence to another town. 
For example, some of these areas are quite large, particularly in more 
rural communities, and if one of those board members has to go from 
his own town in his county and spend the entire day in the county 


seat, he gets travel compensation, but no pay. 

Senator Ecron. It seems to me like some of them have to put in an 
awful lot of time, and take an awful lot of criticism to be willing to do 
it just voluntarily. 

Mr. Woops. That is right, Senator. One thing we did this spring 
before we appeared before the congressional committees was to ask 
the opinions of these boards all over the country what they thought 
ought to be in the legislation. We asked them some questions: Do 
you think boards ought to have compensation. And you would be 
surprised ; the vast majority said, “No, we would rather ‘be completely 
independent. If we drew ¢ compensation, we would work for you. 
We want to be completely independent.” 

Senator Ecron. That is remarkable. There is still hope for 
America. 

Mr. Woops. It is a wonderful tribute to be able to say it. 


TRAVEL COSTS 


Chairman McKetiar. I suppose you have some place here given 
the amount of travel you pay. 

Mr. Woops. Yes, sir. 

Chairman McKetuar. Let the travel pay be put in the record. 

Mr. Comrort. There is $685,000 for the fiscal year 1952. 

Chairman McKetiar. That is the revised estimate from the 
$700,000. 

Mr. Comrort. That is correct. 

Chairman McKetiar. How many of those men do we have? 
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Mr. Woops. Of those board members? 
Chairman McKetuar. Yes. 
Mr. Woops. Around 3,000 now, Senator, serving all over the coun- 


try. 

‘Chairman McKettar. All right, sir. If there is nothing else, thank 
you very much. We are very much obliged to you. 
“ Mr. Woops. Thank you, sir. 

Chairman McKetiar. We will recess until 2 o’clock. 


AFTER RECESS 
OFFICE OF THE SECRETARY 
DEFENSE PRODUCTION ACTIVITIES 


STATEMENTS OF CHARLES SAWYER, SECRETARY OF COMMERCE; 
CLARENCE OSTHAGEN, ASSISTANT SECRETARY OF COMMERCE 
(ADMINISTRATION) ; FRANCIS CAWLEY, DEPARTMENTAL BUD- 
GET OFFICER; OSCAR NIELSON, BUDGET EXAMINER (OFFICE 
OF THE SECRETARY) ; DELOS RENTZEL, UNDER SECRETARY FOR 
TRANSPORTATION; PHILLIP HOLLAR, DEPUTY UNDER SECRE- 

. TARY FOR TRANSPORTATION; MANLY FLEISCHMANN, AD- 
MINISTRATOR, NATIONAL PRODUCTION AUTHORITY; PHILIP 
ASHER, BUDGET OFFICER, NATIONAL PRODUCTION AUTHORITY; 
CARLTON HAYWARD, DIRECTOR, OFFICE OF FIELD SERVICE; 
CLARENCE BLAU, ASSISTANT DIRECTOR, OFFICE OF INTERNA- 
TIONAL TRADE; REX ANDERSON, EXECUTIVE OFFICER, OFFICE 
OF INTERNATIONAL TRADE; JOHN GREEN, DIRECTOR, OFFICE 
OF TECHNICAL SERVICES; AND KURT ROSINGER, CHAIRMAN, 
INDUSTRY EVALUATION BOARD 


PREPARED STATEMENT 


Chairman McKetuiar. The committee will come to order. 

Mr. Secretary, proceed, please. Would you prefer to put your state- 
ment in the record and tell us about it or read it? Do anything you 
wish. 

Secretary Sawyer. I have a brief statement which I am perfectly 
willing to put in the record, if you prefer. That procedure is agree- 
able to me. 

Chairman McKetiar. Without objection, your statement will ap- 
pear in the record at this point. 

(The statement referred to is as follows :) 


STATEMENT OF SECRETARY OF COMMERCE CHARLES SAWYER 


I have reviewed the Supplemental Appropriation Act of 1952 as passed by 
the House of, Representatives and the report which accompanied it. The reduc- 
tions recommended by the committee and House action total $10,950,000. 

I would like to present for consideration by your committee a request for 
restoration of $2,788,000, the minimum additional amount I consider essential 
to the discharge of the defense production responsibilities of the Department 
of Commerce. 








836 SUPPLEMENTAL APPROPRIATIONS FOR 1952 


The House committee in its report denied requests for the Industry Evaluation 
Board, the Office of Technical Services, the Office of Transportation, and the 
Office of International Trade, totaling an amount of $676,000. 

These requests were denied either because of adequate regular funds, or the 
belief of the committee that the services for which funds were requested are 
not essential to our defense efforts. As to the adequacy of regular funds to carry 
out our mobilization responsibilities I strongly feel that the reductions already 
made by the Congress and the restrictions placed upon the remaining funds 
have already created difficulties in the reprograming of available funds. 

The restoration of the funds required for the Industry Evaluation Board in 
the amount of $212,000 is requested. The Board is making an outstanding con- 
tribution to the defense planning and security of the United States. There is 
no program more important to the defense of this country than the interdepart- 
mental industrial security program of which the Board is the keystone. This 
industrial security program is directed especially toward maintaining and pre- 
serving continuity of operation of key plants and the various facilities upon 
which they depend. The Board has the responsibility for the identification and 
selection of the industrial facilities which are of such vital importance that 
they in effect are limiting factors in the production of necessary military and 
civilian end products. The invaluable contribution which the Board can make 
is out of all proportion to the small amount of money needed for its support. 
There are no other funds to support this activity and the staff is engaged solely 
on defense work. 

The restoration of $39,000 for the Office of Technical Services is requested. In 
the interest of national defense, the assignments of this office include a program 
under the gwidance of the National Inventors Council for the fabrication of 
models for testing and comparison purposes to demonstrate possibilities of 
proposed ideas for national defense purposes and a program for voluntary pro 
tection of technical information. 

It was the council’s exerience in World War II that military and civilian 
branches of the Federal Government could not make full evaluation of all inven- 
tions on the basis of written descriptions. 

Since the inventor usually could not finance the construction of models, the 
council was provided with a fund to fabricate models for testing and comparison 
purposes. In view of the present emergency and greatly increased public interest 
in inventive developments, the council recently recommended that a similar 
model fund be provided. An amount of $24,000 of the restoration: requested 
would be required for the model building fund. 

The program for voluntary protection of technical information will operate 
a clearing house which will give guidance to safeguard against loose dissemina- 
tion of unclassified scientific and technical data by publication or other means. 

The National Security Council made a study of methods whereby the Soviet 
and satellite nations obtained access to United States scientific and technical 
information. They found that there were significant areas of technology which, 
because of lack of security Classification, were conveniently accessible. The 
Office of Technical Services through liaison arrangements with appropriate agen- 
cies of the Federal Government provides guidance to safeguard against the loose 
dissemination of significant information. An amount of $15,000 of the restoration 
requested will be required for this program. 

The Office of Transportation has responsibilities in connection with defense 
mobilization assignments from the Office of Defense Mobilization and the De- 
fense Production Administration. The elimination of the $150,000 requested for 
the Office of Transportation would result in complete curtailment of the staff 
assistance now provided the Under Secretary for Transportation in carrying 
out his responsibilities in connection with defense and mobilization aspects of 
transportation activities. In addition, this office would be unable to carry out 
the functions of civil aviation mobilization assigned to me by Executive Order 
No. 10219. I should like to point out that the Office of Transportation provides 
the necessary staff assistance to the Under Secretary of Transportation in con- 
nection with his membership on various interagency committees and boards con- 
cerned with defense mobilization. Participation in these committees or boards 
requires the development, gathering, and collection of varied information in 
the form of reports, studies, surveys, and statistical data in support of trans- 
portation requirements, and the facilities, equipment, and services needed for 
mobilization. In order to carry out these defense and mobilization responsi- 
bilities the restoration of the funds required for the Office of Transportation in 
the amount of $150,000 is requested. 
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The Office of International Trade is assigned responsibilities by the Defense 
Production Administration for representing 65 foreign countries and areas before 
the National Production Authority and the Defense Production Administration 
allocating committees. This operation involves determination of the require- 
ments for scarce materials and equipment to be met from United States sources 
and presentation of the requirements before NPA and DPA committees to secure 
allocations to meet essential needs. In scope, the work covers all materials and 
equipment over which NPA and DPA have extended controls. The activities 
involved bear a direct relation to the defense program. They deal with the 
requirements of friendly foreign countries for the maintenance of their basic 
economies and the support of their defense efforts and for the production of 
raw materials essential to the United States defense program. The restoration 
of the funds required for the Office of International Trade in the amount of 
$275,000 is requested. 

The restoration of $112,000 for the Office of the Secretary is requested to meet 
the increased responsibilities and workload occasioned by the Department’s 
defense activities. Wherever possible this additional work was absorbed by 
personnel paid from regular funds. There are some services, however, the cost 
of which cannot be absorbed by regular appropriations and which are of a type 
and character essential to the operation of the National Production Authority 
and the Department’s other defense activities. These services include the 
distribution of National Production Authority issuances, and related materials, 
the procurement and control of printing and duplicating, and the library facilities 
of the Department. These services can be performed more efficiently and 
economically in the Office of the Seretary where mechanical and other facilities 
already exist than by the establishment of duplicate facilities in the National 
Production Authority. In addition, the Office of the Secretary provides certain 
auxiliary services for or because of the National Production Authority. These 
include the receiving and shipping of supplies and materials, budget and manage- 
ment review, establishment and maintenance of security precautions, and con- 
ducting loyalty investigations. These services are also partially absorbed by 
regular personnel. The workload is too great, however, to be accomplished 
without the positions and funds requested. 

The restoration of $2,000,000 for the National Production Authority is also 
requested. I feel that this amount will provide the minimum requirements for 
operations during what is considered in the absence of an all-out war as the 
most crucial period of the mobilization effort. It is essential to continue a level 
of operation in NPA that will assure that the momentum gained to date in the 
defense production program is not dissipated or disrupted. The most careful 
administration of our production program will be necessary to minimize economic 
disruption, employment dislocation, and undue financial hardship. The most 
urgent programs of the production effort will continue to center around the 
three most critical metals—steel, copper, and aluminum. The controlled- 
materials plan has been expanded to cover the allocation of the entire supply 
of those metals directly to producers. The control of chemicals also has grown 
increasingly more acute and extensive allocation of the available supply is 
mandatory. It is realized that the necessity of operation within an appropria- 
tion ceiling of $32,000,000 will not permit implementation of desired refine- 
ments in existing procedures and may require, in some instances, the im- 
position of less effective self-administering type controls. It is believed, how- 
ever, aa a reasonable effective job can be accomplished within the amount re- 
quested. 

I have here with me the Department officials who have direct responsibility 
for administering these programs. They are able to discuss with you the nature 
and volume of the work involved. 


INDUSTRY EVALUATION BOARD 


Secretary Sawyer. When the cuts were made, I went over the thing 
again with the people in my Department and said I was very anxious 
to comply as far as possible with the wishes of the Congress in the 
matter of cutting down expenditures. I believe in it myself, and I 
have tried to apply it and I am sure that there are places in my De- 
partment, as there are elsewhere, where we can do even better than 
we have done. Of course, the big sums can only be saved where the big 
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amounts are utilized. There are three or four areas here where | 
think it would be a mistake for us to make a saving. 

One is the so-called Industry Evaluation Board. 

Chairman McKeriar. What page of the bill is that? 

Secretary Sawyer. I do not know what page of the bill it is. It 
is in my statement. 

Chairman McKeriar. It is on page 26, gentlemen. 


AMOUNT REQUESTED 


Secretary Sawyer. $212,000. This Board is acting in connection 
with the matter which has been under discussion for a long while, 
and very little done about it, and that is an effort to secure adequate 
protection for key industries in this country which are vital to the 
national defense. 

I discussed the matter with the President 2 years ago and told him 
how important I thought it was, and, as a result of that, he asked 
me to head up a committee to go into the matter, and this Board here, 
and some other related activities, are the outgrowth of that sugges- 
tion. 

Senator Haypren. Just what does the Board evaluate? 

Secretary Sawyer. It evaluates the relative essentiality of these 
various institutions from the standpoint of defense. In other words, 
which are the key ones, what are the locations? 

Chairman McKenxar. Like dams and things of that sort. 

Secretary Sawyer. Dams, and there is a terrific concentration at 
the Baton Rouge of some ethyl plants which, if wiped out with one 
bomb, it would be almost disastrous to the United States defense. 
That is a ty pice al example of what I have in mind. 

The Soo Canal is another one. There are many others, of course, 
but it is that evaluation, 

Chairman McKeiiar. How many members of the Board and how 
many people do they have under them ¢ 

Secretary Sawyer. I do not know how many employees they have. 
Mr. Cawley can tell you that. The whole thing is set up in my De- 
partment. It is a share of my appropriation. The Chairman is 
there, the housing is there, the employees are all there. 

Senator Cornon, You would not need an evaluation board to tell 
you that the Soo Canal is essential. 

Secretary Sawyer. No; I would not say you would need an evalua- 
tion board for that. 

Senator Corpon. It appears to me that essentialities with respect 
to those things which are really essential are perfectly apparent, and 
needs no evaluation. There may be some borderline matters that 
need attention, but this looks like carrying coal to Newcastle. 

Secretary Sawyer. I would like to comment on that, Senator. It 
is not a question of carrying coal to Newcastle and a "question of 
everybody agreeing or not agreeing on the Soo Canal. But like many 
other things, if nobody gives attention to it, nothing is done about 
it. We can sit around and say we need to protect ‘these sites, but 
nothing is done until some organization begins to act. 
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FUNCTION OF BOARD 


Senator Corvon. Just what does your Board do, and what is done 
with what it does? 

Secretary Sawyer. The first thing the Board does as I said a mo- 
ment ago is to list sites that need to be protected. 

Senator Corvon. Protected from what? 

Secretary Sawyer. From sabotage, from bombing. They need to 
be protected from all the risks that n: aturally follow an effort by the 
enemy to destroy them. 

Senator Corvon. Is not that properly a matter for the armed serv- 
ices? Do they not protect this country ¢ 

Secretary Sawyer. I am not here to say whether they do or do not. 

Senator Corvon. Should they? 

Secretary Sawyer. Nor whether they should or should not. But I 
can say this: Until there is a definite decision as to who does protect 
it, and when and in what order the thing will be done, certain efforts 
have been made by the armed services at protection, 

Chairman McKetxar. This Division of yours, as I understand it, 
was set up by law; was it not? 

Secretary Sawyer. No; I do not think it is set up by law. I do not 
think there is a law establishing this Board. 

Chairman McKenxar. It is under the Defense Production Act, I 
am sure. 

Secretary Sawyer. It is related to that. 

Senator Ecron. Were such evaluations made during World War 
Il? 

Secretary Sawyer. No; it was not done on this scale, so I am told. 
Whether it was or not, I think it needs to be reviewed now. 

Senator Ecron. I noticed during World War II the Army had sol- 
diers stationed at tunnels and canals and places like that. 

Secretary Sawyer. Oh, ves. 

Senator Ecron. I wondered if there was some board that made that 
determination beforehand, 

Secretary Sawyer. There was a board operating then, I think. My 
attention has been called to the fact that Dr. Rosinger is here, who 
handles this thing, and can explain it in detail. 

Chairman McKe..ar. Suppose the Secretary explain just what he 
wants, and then we will ask such questions as we desire. 

Secretary Sawyer. That isall mght. But I do not want to skip this 
on the theory I do not regard it as important, because I think it is of 
the greatest. importance. There is no point in talking about soldiers 
and arms and so forth, if some plant that furnishes them is going to 
be destroyed. You do not protect a plant by conversation, and you do 
not get too far just talking about a plant. unless it is effective. So I 
cannot overstate my feeling as to the importance of this thing. 

Senator Corpon. I will be happy to hear those who are , charged 
with the job, I say to you frankly now that you are carrying coals 
to Neweastle from my point of view. But I have an open mind, 
Mr. Secretary ; I will hear it. 

Secretary Sawyer. That. is very reassuring. 

Chairman McKetxar. All right, sir; go ahead. 

Secretary Sawyer. I think when you talk with Dr. Rosinger, you 
will agree with me, or I hope you will, that the thing is import: ant. 
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Certainly there are very few places in my judgment where the money 
can be better spent than in this spot. 


AMOUNT FOR OFFICE OF TECHNICAL SERVICES 


Another area is in connection with the Office of Technical Services, 
where an item of $39,000 is requested. In the main it is to help to 
finance the construction of new models and it is an operation that 
is carried on with the National Inventors Council. Mr. John Green 
is here, too, and he can tell you in detail about that, unless you care 
to ask me questions. 

Senator Corvon. I do not think we need to impose on you, Mr. 
Secretary, for the details, if you have the people here to whom you 
have entrusted the responsibility of these particular jobs, and let 
them speak for you, and we will save one man’s time and the com- 
mittee’s. 


AGREEMENT WITH NPA BUDGET CUT 


Secretary Sawyer. I appreciate that. You will save not only one 
man’s time but several men’s time. I do, however, want to make 
this general statement that the items that I have suggested here be 
retained, I think, are important. I agreed without any further urg- 
ing to a very substantial cut in connection with all the field offices 
of the Department on the theory as I stated a while ago, if we are 
really going to accomplish savings you have to accomplish them where 
the big expenditures are contemplated. I agreed to a very substantial 
cut of the amount originally requested in connection with National 
Production Authority which Mr. Fleischmann discussed and is pre- 
pared todoagain. There we are agreeing to a cut of about $3,000,000, 
and it is in those larger amounts that it seems to me where we must 
make the real savings. The over-all point which I would like to make 
is that while we are not only willing, but anxious, to cooperate with 
Congress in making savings in the major areas where they can be 
made in large amounts, I hope that we will not be cut off in some 
of the smaller operations which really do not cost very much money. 

Chairman McKexar. I want you to understand that the commit- 
tee wants to cooperate with you. 

Secretary Sawyer. I know that, Senator, and I certainly appreciate 
it. I have nothing but praise for the committee. I would be glad 
to say what I have said before, that I feel that the Department has been 
very well treated by the Congress in these operations. Mr. Fleisch- 
mann and I have discussed at some length the efforts which can be 
made at saving in connection with the National Production Author- 
ity and the Defense Production Authority. He happens to be the 
head of both of them. The one is under me and the other is not. But 
we are in complete accord. In fact, before the Congress acted, we 
had discussed the possibility or the desirability of undertaking now 
to do what is somewhat against the normal trend. Instead of asking 
for more money we are trying now to see how we can cut down the 
actual operation of NPA. I not only say we have discussed it; we 
will do it. I think we will be able to come up—this may be a rather 
hazardous thing to say—and operate with less money than we are 
asking. That we will try to do. No matter how much we cut, we 
will still try to cut more. 
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I feel that the amount that he requests here, in view of the tre- 
mendous importance of the National Production Authority should 
remain in. He is submitting to you a letter, in accordance, I under- 
stand, with your discussion yesterday, pointing out that he and I 
will undertake to adjust amounts that may be adjustable between the 
NPA and DPA, so that their over-all limit will not be exceeded. 

Chairman McKetuar. Yes, sir. 

Secretary Sawyer. I think we can show the committee our good 
faith after a few months have rolled around by actual savings. But 
this program is so critical and the need for adequate personnel at the 
moment is so great that I think it would be a mistake to cut it below 
the figure we are talking about. I think those are the only general 
comments I have, Mr. Chairman. 

Chairman McKetrar. All right. Any questions, gentlemen ? 


FIELD SERVICE 


Senator Corpon. Just one, Mr. Chairman. The item of field serv- 
ice, where you have not requested any restoration and where you had 
a reduction of $4,250,000, the House report says that the reduction 
of $4,250,000 supplements the regular appropriation for this purpose 
of approximately $2,000,000 annually. 

Has your appropriation heretofore for your field service approxi- 
mated $2,000,000 ? 

Secretary Sawyer. Mr. Cawley can answer that. 

Mr. Cawtey. Yes, it has for the regular Bureau of Foreign and 
Domestic Commerce field services. 


HOUSE ACTION 


Senator Corpon. So the House does give you $7,000,000 for the 
additional duties imposed upon your office by virtue of production 
operations throughout the United States? 

Mr. Caw ey. Senator, it is $9,000,000 in addition to the $2,000,000. 
The $2,000,000 is made in the regular Department of Commerce ap- 
propriation. 

Senator Corvon. Thank you. 

Chairman McKeiiar. Any other questions, gentlemen? 

Senator Corpon. Mr. Chairman, I was very much inteersted in 
getting the information with reference to that item because I think 
that the Department of Commerce has made an outstanding contri- 
bution to commerce with its field service throughout the United States 
in peacetime. I am glad to know that they are not completely swal- 
lowing that up in the additional duties. Perhaps they could transfer 
some of the people, but I would hate to see those operations com- 
pletely cut off. Curtailment might be done but not too much of 
that. 

Secretary Sawyer. I might add a comment, Senator. We are, of 
course, trying in that area as in others to operate as economically 
as possible. 1 think by comparison—I have made some comparisons 
between the people we have in our field offices and the numbers that 
other agencies have, and I do not intend to reflect on any other— 
but by comparison we do very well. 








842 SUPPLEMENTAL APPROPRIATIONS FOR 1952 


I feel that we are really rendering a service, and I certainly ap- 
preciate your statement to that effect. We do not intend to let the 
peacetime services and the regular services suffer. I have been in 
some of these offices recently. I was in Kansas City and Denver, and 
others out West fairly recently, and I was very much pleased, not 
only with the way that the regular activities are going on, but the 
vay they have absorbed the additional work which has come in con- 
nection with mobilization. There is a case where I could easily 
have asked your committee, and made an excellent case, I think, for 
a much larger amount. That is a large sum which we will at least 
try to save. Some of my people working with me in the Department 
think that maybe I am too economical, or too aw are of the need for 
economy, but I still think somebody has to economize, and unless I 
think it is vital I want to do my part. 


AID TO SMALL BUSINESS 


Senator Corpon. Will this added force provided for in the $9,000,- 
000 handle among other things contacts with small business? 

Secretary Sawyer. Yes. 

Senator Corpon. In connection with defense orders ? 

Secretary Sawyer. Yes. I may say, Senator, that among other 
things that I discussed when I was out on this recent trip West was 
exactly that point. As you may know, there were some congres- 
sional committees that went out to talk with businessmen throughout 
the country to consider the desirability of setting up a new so-called 
Small Defense Plants Corporation. T said then, and I say now, I 
think it ought to be within an existing agency. But the Congress 
has said otherwise, and we are now considering, or the President is, 
the matter of appointing an Administrator. 

Senator MayBank. Senator, do you mind if I interrupt your trend 
of thought? 

Senator Corpon. You cannot interrupt me because I have finished. 

Senator Maysank. I did not mean that. That is just about what 
we have talked about yesterday and what I have been talking about for 
the last 3 weeks, and what Senator Saltonstall talked about before 
the Secretary came here. I am hopeful that the language does not 
mean that the Commerce Department, which has done such a good 
joo, I say with feeling, are going to be deprived of continuing to do 
that job for small business. I do not think that was the intention 
of Congress. I think you ought to have an Administrator and he 
should be appointed shortly, but the act was passed as an amendment 
to the National Production Act without any hearings which was ob- 
jected to by Mr. Wilson and Secretary Marshall. Another amend- 
ment was passed in the House, and in conference together we tried to 
work something out. I hope this, and I say this feelingly, we did not 
make any more mistakes than we have made on some other things. 
We are now trying to correct them. I hope the mistakes will be 
corrected. I hope ‘with your organization set-up that every utiliza- 
tion will be made of the organization you have, which Senator Cordon 
said so ably was good in time of peace and good through the last 
few years, to be of some value to the American small-business man. I 
have not heard any thing against it. 
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Senator Corpon. If the administration is set up, I hope it can be 
so integrated. I think you will have an experience that is invaluable 
when this is over. 
Senator Mayspank. And you cannot take experience away. 


TOTAL REQUEST FOR DEFENSE PRODUCTION ACTIVITIES 


Chairman McKetuiar. Mr. Secretary, let me call your attention to 
a certain item. As I understand it, the House gave you as defense 
production expenses $39,450,000, and you w anted $42,938,000, or you 
now want that latter sum. Can you explain, or will someone else 
explain, just why that is wanted ? 

Secretary Sawyer. Someone else will explain the details of it. 

Chairman McKe.iar. Will you give me your view about it / 

Secretary Sawyer. We asked originally 8,000,000 more than that. 

Chairman McKetvar. That is right. 

Secretary Sawyer. That is the matter I was speaking of a moment 
ago when I said I think we could justify the larger amount. But 
Mr. Fleischmann and I have discussed it and had discussed it even 
before this action of the committee, and decided that we would try 
to cut it down. 

Chairman McKetiar. What do you make those figures cut down / 

Secretary Sawyer. I do not frankly know. 

Mr. Cawiey. Mr. Chairman, here is a detailed schedule. It is con- 
tained in our appeal. 

Chairman McKeuiar. For your office and the production activities, 
what is the amount? The amount here asked for is $42,238,000, 


RESTORATION REQUESTED 


Secretary Sawyer. It is a combination as pointed out to me of the 
two. The restoration for which we are asking is $2,788,000. That 
is made up principally of $2,000,000 in connection with NPA, nothing 
in connection with the field service, $112,000 in the See retary” s Office, 
$275,000 OLT, $150,000 Office of Transportation, $39,000 and $919,000 
are the matters the Senator and I were discussing a moment ago. 

Chairman McKettar. The next is the Industry Evaluation Board 
that you spoke of a while ago. The budget estimate was $212,000, 
and the House did not give you anything. “Do you want that restored 
or What do you wish ? 

Secretary Sawyer. That I think is very important, and the whole 
amount should be restored. 

Senator McCietian. Mr. Chairman, may I ask a question there? 
After this Board asks and evaluates some industry, what proceedings 
are then taken toward protecting it? 


INDUSTRY EVALUATION BOARD 


Secretary Sawyer. There is another organization in being to do 
that very job. In other words, the first job i is the evaluation, and 
then the assignment—I began to answer but I did not complete—— 

Senator McCietLan. What does this evaluation consist of ¢ That it 
is a vital industry and needs protection ¢ 
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Secretary Sawyer. I am perfectly willing to try to answer your 
question, but Mr. Rosinger is here, who handles this thing, and I think 
he can answer it better. 

Senator McCietian. I do not mean that there are no services of 
this character necessary or required, but it looks to me like this is a 
lot of duplication. 

Secretary Sawyer. The whole purpose of this is to avoid duplica- 
tion, I might say, or to get something done. The average man with 
a plant of his own makes some effort to protect it. The Army is pro- 
tecting some, as I said in answer to the Senator’s question a while 
ago. The effort of this is to coordinate the whole thing. Rosinger 
can explain it in detail better than I can. He was in similar work in 
World War IT and knows all about it. There is a program which 
involves not merely the evaluation but following that the actual assign- 
ment of the function of protection of these plants and the type of 
protection. Some will be done by the Army. 

Senator McCretxian. The function of this Board is first to deter- 
mine that this plant is producing material of strategic importance, 
and it deserves a rating or classification as a plant that requires some 
protection or something else. 

Secretary Sawyer. That is right. 

Senator McCiettan. The Board makes the decision ? 

Secretary Sawyer. That is right. 

Senator McCretxian. There is another agency that carries out the 
recommendations of the Board. 

Secretary Sawyer. Several agencies. That would not be done by 
this Board at all. That will be done perhaps by the Army, or perhaps 
the Air Force. We do not know. Atomic Energy Commission, or 
whatever it may be. 

Senator McCie.txian. Does this Board determine that or indicate 
what services should be performed and what agency is equipped 
to do it? 

Secretary Sawyer. That is handled by another group or board. 
The first job is to list them and figure out which plants should be pro- 
tected, and to what extent. That is just the first step in the program. 

Senator McCuetian. And that is all this Board does, just the 
first step ? 

Secretary Sawyer. That is my understanding. 

Mr. Rostncer. It does two things, Mr. Secretary. Identifies and 
rates the plants, and secondly, assigns them to the agency having the 
major interest in the plant, so that there shall be only one agency hav- 
ing security responsibility for a given facility. 

Secretary Sawyer. I did not know they were both being done by 
this one board. 

Mr. Rostncer. Yes, sir. 

Secretary Sawyer. I was wrong about that. 

Senator McCietian. I wanted to get something in the record so 
we can understand the function. 

Secretary Sawyer. I think it is very important, and Rosinger can 
go into detail. 


OFFICES OF TECHNICAL SERVICES 


Chairman McKetiar. The next item is “Office of Technical 
Services.” That is a very general term. You first seemed to ask for 
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$39,000, and the budget gave you a recommendation of $39,000, and 
the House did not allow you anything. Do you want that restored ? 

Secretary Sawyer. Yes, we do. 

Chairman McKetvar. Give us the reason, and tell us what is done 
by that board. 

Secretary Sawyer. That is not a board. 

Chairman McKe tar. It says here technical services. 

Secretary Sawyer. That is an office in my department which has 
been in existence for a long time. Mr. Green, who heads it, is here, and 
1 would prefer that he tell you in detail what it is that they do now, 
and what is planned to be done with this money. It is designed pri- 
marily, as I explained in my prepared statement which I did not read 
{o you 

Chairman McKetrar. Just read the part that refers to this. 

Secretary Sawyer. In the interest of the national defense, the as- 
signments of this office include a program under the guidance of the 
National Inventors Council for the fabrication of models for testing 
and comparison purposes to demonstrate possibilities of proposed 
ideas for national defense purposes and a program for voluntary pro- 
tection of technical information. 

It was the council’s experience in World War II that military and 
civilian branches of the Federal Government could not make full 
evaluation of all inventions on the basis of written descriptions. 





RESTORATION REQUESTED FOR MODEL BUILDING FUND 


Since the inventor usually could not finance the construction of 
models, the Council was provided with a fund to fabricate models for 
testing and comparison purposes. In view of the present emergency 
and greatly increased public interest in inventive developments, the 
Council recently recommended that a similar model fund be pro- 
vided. An amount of $24,000 of the restoration requested would be 
required for the model building fund. 

Senator Corpon. Will you have someone to discuss that in detail ? 

Secretary Sawyer. Yes. 

Senator McCietxan, It is really in the nature of a testing fund. 

Secretary Sawyer. Yes. 

Senator McCLeLuan. It is associated with research. 

Secretary Sawyer. Yes. 

Chairman McKetiar. The question that seems to me to arise on 
that is whether it is a duplication of what some activity in the Army 
or Marines or the Air Force is now doing. 

Secretary Sawyer. If it is a duplication, then I say to you, Mr. 
Chairman, it ought to be eliminated either in my Department or the 
other place. I would not be the one to say which place should be 
eliminated. I do not believe it is a duplication. 

Chairman McKe.iar. You are not saying whether it is a duplica- 
tion or not, 
OFFICE OF TRANSPORTATION 


Now, take the next item, which is Office of Transportation. The 
budget estimate was $150,000, and the House did not allow anything. 
Do you want that restored, or what do you wish ? 
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Secretary Sawyer. I would like to suggest that would be restored. 
Mr. Osthagen tells me you are going to have a hearing, and Mr. Rent- 
zel, the Under Secretary for Transportation, will appear next week 
to discuss it with you. I would like to say this word against your 
question. The reorganization plan which was proposed by the Presi- 
dent and concurred in by the Congress provided for an Under Secre- 
tary for Transportation in my Department. The effort to be made 
involved a coordination of all of what might be called the promo- 
tional functions of government in connection with transportation, not 
the regulatory functions at all. In other words, we are trying to 
coordinate the shipping, the airlines, the railroads, the busses and the 
trucks and waterways and all of the forms of transportation which 
we enjoy in this country, and in addition to the normal functions 
which that job would take, Mr. Rentzel, the Under Secretary, was 
appointed by Mr. Wilson, as the chairman of a committee to coordi- 
nate all of these transportation activities insofar as they were in- 
volved in the mobilization program. 

I think it is an activity of great importance, and has already proved 
to be very helpful and very valuable in connection with mobilization. 


OFFICE OF INTERNATIONAL TRADE 


Chairman McKetxiar. The next item in this part of the appropria- 
tion bill is the Office of International Trade. scene does that come in 
there? It was approved by the Budget for $275,000, but the House 
committee and the House struck it out. What about that 4 

Secretary Sawyer. That is an item which involves the job given 
to the OIT, the Office of International Trade, in connection with mo- 
bilization. They have been assigned the task of representing these 

various claimant countries as they call them in connection with the 
allocation of critical materials. They represent 65 countries or some- 
thing like that, who are after some of the materials that we produce 
here. The decision as to how much they get or whether they get any, 
and when they get it, depends on the investigations and recommenda- 
tions that are made by this group. They are not the only ones, of 
course, who make recommendations, but the primary responsibility 
falls on them. That is a very important job at this time. 

Chairman McKetiar. Now, let me ask you: Have our defense forces 
the same particular business ¢ 

Secretary Sawyer. No. 

Chairman McKetxar. Does the Department of State? 

Secretary Sawyer. No. 

Chairman McKetuar. I think the Department of State has. I am 
not sure. I am just speaking from memory. I think they have an 
appropriation that would cover it in part at any rate. 


EXPORT CONTROL 


Secretary Sawyer. Senator, I am sure your memory is correct. 
What happens, of course, is that in the last analysis, I personally have 
the responsibility as Secretary of Commerce for controlling exports. 
So the final decision theoretically is in me. What actually happens Is 
that I, for the most part, take recommendations from a committee, 
so-called requirements committee, which until the Korean War be- 
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gan was made up and still is of all the various agencies of Govern- 
ment, including Defense, State, ECA, Agriculture, Interior, and the 
Atomic Energy Commission. They are all on that committee. 

However, in connection with mobilization, there are now demands 
from domestic industry, there are conflicting demands from different 
domestic industries. There are demands from sulfur between the 
newsprint people in this hemisphere and the agricultural interests 
and the manufacturers abroad and in this country. They are all in- 
terested in sulfur. We cannot get enough of it. 

The question is, How do we get the information and who represents 
these various other nations in the committee; that is, the requirements 
committee in DPA that makes these decisions. This appropriation is 
requested because of the additional work that is entailed in that claim- 
ant-agency function performed by OIT. That is then a very brief 
statement. There are others here who can give it to you in detail if 
you desire. 


ELIMINATION BY HOUSE OF FUNDS REQUESTED 


Chairman McKetiar. All right, sir. The next item is the Office 
of the Secretary, but first 1 would like to say on the four items that 
I have asked you about, the House did not allow any appropriation 
at all. 

Secretary Sawyer. That is right. 

Chairman'McKeu.ar. Do we have the report of the committee as 
to why they did not allow that? Perhaps the Secretary should see 
the report to see why they did not allow it. 

Secretary Sawyer. I did not see it. 

Chairman McKe.iar (reading) : 

Three of the seven items requested under the heading are approved in the 
total of $39,450,000. Requests for the Industry Evaluation Board, Office of 
Technical Services, Office of Transportation, and Office of International Trade 
are denied, either because of adequate regular funds, or the belief of the com- 
mittee that the services for which the funds were requested are not essential to 
our defense effort. Approved items are discussed below. 

That is what they had to say about this. Now, what have you to 
say about it? They say they were disapproved because there was no 
necessity for them at this time. 

Secretary Sawyer. My comment, of course, is that I think the com- 
mittee misunderstood, because I think they are essential, and I think 
they are very closely connected with the defense effort. The Industry 
Evaluation Board, which has been discussed here, in my opinion, is as 
important to the defense effort as almost anything that is being done. 

Chairman McKeuiar. What were the funds for that last year? 

Secretary Sawyer. None, as I recall it. This is a new activity. 


REGULAR BUDGET 


Senator Corpon. But OIT had funds in the regular budget. 
Secretary Sawyer. Yes. 

Senator Corvon. Was that increased over the year before ? 
Secretary Sawyer. No; I think it was decreased. 

Chairman McKetiar. What was it last year ? 
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Mr. Cawtey. It is part of the Bureau of Foreign and Domestic 
Commerce; the departmental estimate has been reduced from some- 
thing like $3,300,000 down to $3,000,000, for fiscal 1952. 

Senator Corpon. In 1951, was it increased over 1950? 

Mr. Cawtey. I could supply that for the record, Mr. Chairman. | 
do not have that here. 

Chairman McKetxar. I wish you would do that. 

(The information is as follows :) 

The appropriation for the Bureau of Foreign and Domestic Commerce for 
fiscal year 1950 was $4,923,500 and for fiscal year 1951 it was $5,150,000 of which 
$1,250,000 was impounded. 


COMPARISON OF NEW DEFENSE REQUESTS WITH PRIOR REGULAR 
APPROPRIATIONS 


Senator Corpvon. I think it would be helpful if you would perhaps 
go back to the last war year and bring your appropriations in this 
field up to date. I think it is perfectly clear to anybody that gives 
any thought to the situation in which we find ourselves that this par- 
ticular type of work and the necessity is for the increase, it may be 
that the general work performed by OIT has decreased to the extent 
that what they one time performed purely in the export field it now 
combines with the further necessity of determining essentiality, and 
possible allocation. 

Mr. Cawtey. Senator, let me say this: In fiscal year 1951, as the 
defense work in the Department of Commerce came into being, we 
impounded in the Bureau of Foreign and Domestic Commerce, de- 
partmental and field, approximately a million and a half dollars, 
which money was scheduled for return to the Treasury. It was sub- 
sequently authorized for another use. But my point is that we have 
done exactly as you have indicated there. The work, particularly the 
Commodity Division’s, in the Bureau of Foreign and Domestic Com- 
merce, was cut out. The personnel was transferred to NPA and went 
on defense money. The regular money showed a savings of approxi- 
mately a million and a half dollars as a result of that adjustment. 

Senator Corpon. It should because the two lines of effort overlap 
to a very great extent. I think this possibly increases what you had 
before. I would think it would. 

Mr. Cawtey. Yes, for defense work. 

Chairman McKetxar. You had $163,000 in 1950 on the item of 
Office of the Secretary. 

Secretary Sawyer. I would like, if I may, Mr. Chairman, to have 
that explained by Mr. Osthagen and Mr. Cawley, who are here. 

Chairman McKe tar. All right, Mr. Cawley. 

Mr. Cawtey. We had an amount in 1951; that was the year which 
just closed June 30; that amount was not for a full year but was for 
the undertaking in the initial phases of the defense work in the de- 
partment. 


PRINTING ACTIVITIES 


Now, as we come up to June 30, that is on a larger rate and will 
require some additional funds in 1952. That is the matter we are dis- 
cussing now. Those funds are principally for the production and dis- 
tribution of printed material required by the NPA in its work. 
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Chairman McKetxar. In the form of advertisements? 

Mr. Caw ry. No, they are the orders, that is, the defense orders 
and production regulations, and the press releases and announcements 
that are required to inform the public of the work and the regulations 
of the NPA. 

Chairman McKe.uar. Do the press releases have to be paid for? 

Mr. Caw ey. Senator, those that are reproduced in our own lant, 
of course, are paid for in the sense that we maintain personnel, ana 
supplies, et cetera. I can show the Senator a schedule here which will 
give you an indication of the NPA workload in this area compared 
with the Department of Commerce regular work load which will show 
a tremendous increase in volume, which necessitates a large part of 
these funds asked for in the Office of the Secretary. 

Senator Corpon. You had $1,702,000 in your 1951 budget, your 
1951 regular budget. Your 1952 request is $1,700,000. That is only 
$2,000 less than the year before. 

Secretary Sawyer. What item are you looking at, Senator, OIT? 

Senator Corvon. I am looking at the breakdown of your regular 
budget request, which I think is in the conference right now, is it not? 

Secretary Sawyer. Yes. 

Mr. Cawtey. Senator, the amount there as it stands in conference 
is approximately $1,484,000 for the Office of Secretary, plus approxi- 
mately $100,000 to be transferred from export control. So it is in the 
neighborhood of $1,584,000, which is less than the figures you have 
indicated there. 

Senator Corvon. What is the difference in conference ? 

Mr. Cawtey. There is not very much difference. I think something 
of approximately $15,000 for this reason. The difference arises 
through the placing of the Ferguson amendment in the appropriation 
bill. 

Senator Corpon. All right. 


OFFICE OF THE SECRETARY 


Chairman McKetxar. Now, I come to the next one, Mr. Secretary, 
in your particular department, which is Office of the Secretary, where 
you ask for $562,000 and the House gave you $450,000. Is that to be 
increased ? 

Secretary Sawyer. That is the one I say I would like to have Mr. 
Osthagen and Mr. Cawley talk about. 

Mr. Cawtry. Mr. Chairman, if I may speak to that, the total amount 
requested there provides, as I said before, a substantial number of 
staff to augment the Office of Administrative Services for this heavy 
printing and distribution job that we have had to take on centrally. 
We felt that it was far more economical to utilize our existing services 
than to permit the NPA to set up a duplicating shop. 


INCREASED WCRKLOAD 


As the committee knows, the workload, as a result of NPA coming 
into ‘the Department, has increased very heavily. For example, in 
October 1950 the materials distributed for the NPA amounted to 
672,000 pieces. By August 1951 those materials had risen to 16,216,- 
000 copies. That is the impact on this central group for distribution 
work which in itself has required additional personnel. 
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Senator Corpvon. How do you effect that distribution? Do you 
mail them out? 

Mr. Cawtery. Yes, they are mailed to our field offices. They are 
mailed to trade publications. They are mailed to newspapers. 

Senator Corvon. You had a publication staff set up in your regular 
budget for a while, that is, a publication staff for which you ask 
substantially $40,000. 

Mr. Caw ey. Senator, a large part of this are forms that are re- 
quired in the conduct of the NPA business, that is, forms to be executed 
by industry in its application for materials and in its compliance with 
the regulations of NPA, 

Senator Corpon. Is it set up in your NPA budget ? 


PRINTING AND PUBLICATIONS 


Mr. Cawtey. I would like to explain this. This is not a publication 
staff. This is only a print shop, if you please. This is where the work 
is processed and distributed. 

Senator Corvon. If you are allowed so much money in your budget, 
let us say, for the National Production Administration for that pur- 
pose, then there should be reimbursement if another division of the 
Department of Commerce performs the services. 

Mr. Cawtey. Senator, it is not allowed in NPA. That is the whole 
point. There is no provision for that in NPA. We have made one 
provision and it is in the Office of the Secretary with defense money. 

Senator Corpon. This is the only place where you set up this neces- 
sity at all? 

Mr. Cawxey. Yes, Senator. 

Senator Corpon. In your DPA request ? 

Mr. Cawtey. In the NPA request. 

Senator Corvon. In your defense request, that is what I mean. 

Mr. Cawtey. That is absolutely correct. 

Senator Corvon. Of the defense activities which are placed under 
the Department of Commerce, this is the only money that you ask 
for these services in the preparation and dist ribution of forms, inter- 
pretation of regulations to be necessary, policy statements, and other 
information requested by those who are interested in taking some part 
in the defense activity. 

Mr. Cawrey. That is correct, Senator. 


PERSONNEL 


In addition to the duplicating and distribution work, we have made 
a provision for four people in our Central Accounting Division, pro- 
vision for four people in the central budget management staff; an 
addition of five people in the immediate office of the Secretary, 
which persons are engaged in the increased security work required as 
a result of this program, and we have made additions of about 10 
people to the central Personnel Administration and Operations 
Division. 

Initially. when this program started, we tried with our central staffs 
fully to carry this load, but we could not do it. As the NPA grew 
and expanded, we permitted certain small groups to move out and 
form the nucleus of new staffs in the NPA. We nevertheless do have 
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some central responsibilities. Accountingwise this money is spread 
over several operations in the Department of Commerce, and it must 
properly be accounted for. 

In addition to the NPA regular we have four or five other offices 
utilizing these funds. Likewise, on the security and personnel, and 
other central work, we feel that the impact is such that we do require 
some few additional people to maintain the work load there. 


OFFICE OF FIELD SERVICE 


Chairman McKetiar. We will take the next one, which is the Office 
of Field Service. Last year you had an appropriation of $11,996,000, 
and you are asking this year for $35,912,000, 

Secretary Sawyer. That is the NP A, Senator. 

Chairman McKe.iar. $13,250,000. 

Secretary Sawyer. Yes. 

Chairman McKeutiar. And the House gave you $9,000,000. Do 
you want that difference restored ¢ 
' Secretary Sawyer. No, I am not asking for that. That is what I 
said a while ago, that is one place where I think we can save some 
substantial amounts. 

Chairman McKeunar. All right, sir. Will you tell us so we know 
what to say when we get on the floor ¢ 

Secretary Sawyer. The reason is that I feel we should make an 
effort in the field offices which have been substantially expanded to 
get along with the money we have. We just cannot render the ser- 
vice beyond the point where we have the personnel. But I would 
like to try during the next period to see how effectively we can do it. 

In answer to the question you asked awhile ago about small business 
on which Senator Maybank spoke, that I feel is an area in which we 
do render a very important service. My position on the new adminis- 
tration is that I am going to cooperate in every way I can with it, 
but I do not want my field offices gutted or deprived of what I be- 
lieve to be the valued service they have rendered over the years, 
not only to manufacturing 

Senator Mayspank. That is what Senator Cordon said. Because 
of the value you had rendered, you could do a better service than 
some other new agency set up in competition, and that would be dupli- 

cation again, 

Secretary Sawyer. That is right. I would like to see what we can 
do with the amount that is allowed. I think we will do an out- 
standing job which you gentlemen will approve. But we are not 
asking for restoration. 





NATIONAL PRODUCTION AUTHORITY 


Chairman McKetuar. The next is the National Production Author- 
ity, for which you had $11,996,000, and you asked for $35,912,000 this 
year, and the House gave you $30,000,000. What about that ? 

Secretary Sawyer. We have asked for a restoration of $2,000,000. 

Chairman McKexuar. Tell us about that. How does that come 
about ? 

Secretary SAWYER. That i is very much less than we originally esti- 
mated would be needed and it m: ivy be less than will be “needed. but 
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that is the area in which Mr. Fleischmann and I have agreed to poo! 
the problems of DPA and NPA, and I think ought to be handled 
effectively through one channel and is now, as a matter of fact. | 
think by a cooperative action we can get along with nothing more 
than the $2,000,000 restoration we have requested. I really believe 
that is essential. 

Chairman McKe tar. I believe that is all of your items. 

Secretary Sawyer. Thank you very much, Mr. Chairman; I ap- 
preciate the opportunity to appear before the committee. 

Chairman McKetuar. Yes, sir. I asked Mr. Fleischmann to look 
over this and he has a letter, which I want to put in the record. 

(The letter referred to is as follows:) 


DEFENSE PRODUCTION ADMINISTRATION, 
Washington, September 14, 1951. 
Hon. KENNETH MCKELLAR, 
Chairman, Committee on Appropriations, 
United States Senate, Washington, D. C. 

Drar SENATOR McKeELLAR: In accordance with the discussion in the Senate 
Appropriations Committee hearings on September 13, 1951, and in compliance 
with your request, I am submitting herewith a proposed appropriation lan- 
guage amendment which, I believe, will permit the accomplishment of the inte- 
gration of DPA-NPA operations that the committee has indicated is desirable, 
a conclusion with which I agree. 

When I appeared before the House Appropriations Committee, just a week 
after my appointment as Administrator of the Defense Production Administra- 
tion, I anticipated that it would require 420 positions and $3,600,000 in the De- 
fense Production Administration and approximately 6,000 positions and 
$35,912,000 in the National Production Authority for the operations of these 
two agencies during fiscal year 1952. 

Since that time I have had an opportunity to explore the possibility of operat- 
ing the two agencies as one, for all practical purposes, and I have in mind 
adjustments in responsibility that can be made between them which will resu!t 
in increased efficiency and corresponding savings in costs to the Government 
I have reflected these savings in my decision not to appeal the full restoration 
of funds to be appropriated to the Department of Commerce for the National 
Production Authority. 

As I told your committee, I am requesting restoration of only $2,000,000 or a 
total of $32,000,000 for the National Production Authority in lieu of the $35,912. 
000 originally requested. This is a savings of over 1,000 positions and $3,912,000 
which I expect to accomplish largely through integration of the operations of 
these two agencies. The enclosed language provision will facilitate the accom- 
plishment of these savings by permitting the Secretary of Commerce and I to 
agree on such transfers of funds between the Defense Production Administra 
tion and the Department of Commerce (National Production Authority) appro 
priations as appear to be advisable. 

I wish to emphasize that in reviewing the responsibilities and operations of 
these two agencies and the adjustments which can be made between them, it 
will not be possible to reduce the $3,600,000 requested for the Defense Production 
Administration, but the savings which will be made through their joint op°ra- 
tion is reflected in the reduction of $3,912,000 in the request originally made for 
the National Production Authority. 

It is my understanding that the Secretary of Commerce concurs in the pro 
posed anpropriation language amendment, 

Sincerely yours, 
MANLY FLEISCHMANN, Administrato: 


JOINT ADMINISTRATION OF DEFENSE AGENCIES 


Mr. FretscumMann. Perhaps I could explain the letter, Mr. Chair 
man. 
Chairman McKetxiar. All right. 
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Senator Maypank. Is that the same thing we asked him to bring 
ay 

Mr. FuetscumMann. Yes, sir; I did it earlier. 

Senator Maynank. I just wanted to get it straight in my mind. 

Secretary Sawyer. If you have nothing further, Mr. Chairman, I 
will excuse myself. 

Chairman McKettar. Yes, sir. We are very much obliged to you 
for coming. 

Secretary Sawyer. My associates will be glad to explain in detail 
any matters that have been raised or will be raised. Mr. Fleischmann 
is here to pursue further the subject I have touched upon. 

Chairman McKetxar. Yes, sir. We are much obliged to you, Mr. 
Secretary: 

Secretary Sawyer. Thank you, Mr. Chairman. 

Chairman McKe tar. Mr. Fleischmann, I think you probably read 
that letter. 

Mr. Fietscumann. I think I can paraphrase it very simply and 
then I will leave the letter for the record. 

Pursuing the thought we are discussing, yesterday I talked imme- 
diately with Secretary Sawyer about it, and the upshot of it was that 
we felt if we continued the joint administration as we have been doing 
informally anyhow, we would be able, as I said yesterday—that being 
the basis of our not asking for a full restoration for NPA—if we 
obtained the restoration of $2,000,000 on NPA and $800,000 on DPA, 
we believe we can get along. 

As the Secretary said, we will try to get along with less if we can 
have the interchangeability of those funds. 

Chairman McKetxiar. That is a very, very important thing. Asa 
matter of policy, I have opposed the interchange of funds since I first 
came to the Congress 40 years ago, on the 21st of November. I think 
that is bad legislation to permit that, because it just gives such 
opportunities for making mistakes and changing. We might as well 
turn it over to you from the Treasury, and you take it and do what 
you wish. 

’ Senator Ecron. Mr. Chairman, do you think it would be too serious 
where there are two subdivisions under one regular head within the 
same department ? 

Chairman McKetxiar. That would be a different thing. 

Mr. FierscumMann. That is not quite the case here. 

Chairman McKetiar. If they are going to join up and use it from 
the same appropriation, that would be a very different thing from 
what is proposed here. 

Mr. FietscumMann. May I explain the reason for making this sug- 
gestion? TI head the Defense Production Administration and the 
National Production Authority, the National Production Authority 
being in the Department of Commerce. Both Secretary Sawyer 
and I felt that from the start the two activities were so intimately re- 
lated that they might well be in one department, but the President 
and Mr. Wilson saw otherwise, and of course we are following out to 
the best of our ability that decision. 

The fact of the matter is that there are parallel responsibilities, in a 
way, in those two operations. If you have them entirely separate and 
operate in watertight compartments, it would be impossible to effect 
the economies which I think T can effect here. 








854 SUPPLEMENTAL APPROPRIATIONS FOR 1952 


Let me give you one of two examples of the kind of thing I believe 
can be done. 

Senator Corvon. I think it is perfectly apparent that not only 
would that be true, but it would be utterly impossible to do the job 
that is assigned to either or both of them. 


BUDGET SAVINGS 


Mr. FieiscHMANN. Let me give you an example of the kind of 
savings we have made already due to recognizing this principle. 

We have, for ex: umple, no information service at all for the Defensé 
Production Administration. I suppose it is unique in the Federal 
Government. The reason is that we use the one that is already set up 
by the NPA, and have not set up an expensive and duplicating opera- 
tion. Maybe that is illegal. I do not know. But I know it saves a 
lot of money. We have no separate administrative service for the 
DPA. We use the facilities that are already there, adequately and 
capably staffed. 

When we started up the NPA, we did not open up any field offices, 
as was done last time. We used the Department of Commerce field 
offices, and I want to say it was one of the greatest decisions we ever 
made, because they are fine field offices mostly staffed by people from 
the old War Production Board who know my business as well as they 
know their own business. 

All of that was done because Secretary Sawyer and I decided that 
even though the two operations were not consolidated, we were 
going to try to run it as though they were. We have already saved a 
lot of money. 

Senator, I agree with you in your opposition generally to the inter- 
changeability of funds. As a student of these matters, I do not like 
it. But in closely related operations of this kind, where it can only 
be done by agreement between the two parties and the Budget Bureau, 
which is our proposal, I believe you will save a great deal of money 
if we do it in this particular way. 

I prepared it simply as a proposal as to how we could make this 
saving I have indicated. 

Chairman McKewiar. You do not take Congress into consideration 
at all. 

Mr. FieiscuMann. I am asking the consent of the Congress. 

Chairman McKeiiar. You want to make the Budget Bureau the 
Congress, and you will act under the Budget Bureau. 

Senator Maysanx. You cannot do that. 

Mr. FiriscuMann. I am asking the permission now, Mr. Senator. 

Chairman McKetuar. All right, g go ahead. 


APPROPRIATION LANGUAGE RESTRICTION ON INFORMATION PERSONNEL 


Mr. FLetscHuMANN. I want to comment on two other matters. I 
think I covered most of the NPA matters yesterday. 

Chairman McKetuar. You did. 

Mr. FieiscuMANN. Those are the two riders which are attached to 
the act which are very troublesome to me, and I would not be doing 
my duty if I did not say so. The one is on the information provision. 
I cannot understand it any better than this committee does. But if 
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the purpose of it is to cut down the information operation by 50 
percent, it would literally be a great disaster for this operation. 

Senator Corvon. I think Mr. Wilson covered that. I believe the 
committee fully understands that. 

Mr. FieiscumMann. Did he cover that ? 

Senator Maynank. Yes, he did. 

Mr. FLeIscHMANN. Very well. I will not take up your time. We 
have a very complicated system. I wish we did not. But we must 
tell the businessmen what we are doing. Did he also cover the ques- 
tion of the average salary limitation ¢ 

Senator Corpon. Yes. 

Mr. FietscuMann. It would be fatal to us. We do not have many 
clerks. We have to have businessmen and we have to have a higher 
average salary. I think I will rest on that, gentlemen, unless there are 
questions, because I covered this material yesterday on NPA, Mr. 
Chairman. 


TRANSFER OF FUNDS 


Senator Maypank. I would like to ask this question. How much 
do you think this interchange of funds in the special war agency that 
could eliminate duplications would save ? 

Mr. FieiscuMann. I think it will save a minimum of about $4,000,- 
000, and IT am hoping to save more. In the past I made a few predic- 
tions, and they have usually been accurate as to what we can save, 
because I think we can. I am hoping frankly that I can cut down, as 
Secretary Sawyer said. I will try to cut down soon. What I am 
giving you is the situation as I see it today, and the appropriation we 
need today. The situation might change. 

Senator Corvon. One question, Mr. Fleischmann. With respect 
to this transfer proposition—and I am in entire agreement with the 
chairman, that as a basic policy proposition, an appropriation to a 
department or to a division of the department should not be trans- 
ferrable from it. I think the obligation of determining the amount 
that any administrative entity is to spend for its activities is a legis- 
lative determination. 

Mr. FLetscuMann. Yes, sir. 

Senator Corvon. I see here a situation, however, where I am very 
sympathetic to the proposition you have advanced, but this is the 
question I want to ask: Are we to understand that you are the Ad- 
ministrator of NPA and DPA ¢ 

Mr. FLerscumMann. That is correct, sir. 

Senator Corvon. Both ? 

Mr. FierscumMann. Both, sir. 

Senator Corpon. So that so far as the control and direction of the 
two entities is concerned, they are both vested in you. 

Mr. FLetscHMann. Yes; that is correct. 

Senator Corvon. That is all I want to know. 

Chairman McKetiar. You do not get a double salary or anything 
like that. 

Mr. FieiscuMann. No, sir. Somebody congratulated me once on 
getting it. Isaid I wished it were true. 

Senator Ecron. May I inquire, Mr: Chairman? 

Chairman McKetuar. Yes. 
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Senator Ecron. Since you are Administrator of both departments, 
are not there services within each department that are interchangeab|e 
between the two? 

Mr. FieiscuMann. Yes; we do it that way, sir. 

Senator Ecron. Would there not, therefore, practically be an 
even offset moneywise between the two departments ! 

Mr. FieiscHMann. What we have in mind is the fact of the matter 
that some of these services are better done in one place than another, 

Senator Ecron. I appreciate that. But each department can per- 
form better service in the over-all program for the other depart- 
ment; is that not ture? 

Mr. Fierscumann. I think that is true. 

Senator Ecron. Since you are the Administrator for both of them, 
why is it not possible for you to do that without congressional action / 
If you can, then there would be no precedent set up of transferring 
these funds that would be contrary to what the chairman has indi- 
cated. 

Mr. FietscHMann. Senator, at the risk of going to jail, because | 
do not know whether it is right or not, I kind of do it that way. But 
there are some extensive changes here and there that as time develops 
you might have to make. Let me give you an example on tax amor- 
tization. Some of you Senators have shown an interest in that. That 
has been one of the most complicated administrative jobs we have 
ever had. We have had a part of it in NPA and a part of it in DPA 
and it has always been mixed up. I do not think a very good job has 
been done. 

When I took over DPA, the first thing I decided to do was to 
set that up in better style. We are sailing uncharted waters here, 
and I cannot tell you today exactly what plan I think might be best. 
If I do not have that interchangeability, if I am strictly legal about 
the matter, I am pinned down in a way to the present system, which 
in my judgment involves a lot of duplication. There are more peo- 
ple than we need, for example, in NPA, but some of them ought to 
be shifted to DPA. 

That is really what I am asking, the right to do that, and make it 
legal. I am going to do it anyhow to the limit I can, tell you the 
truth. 

Chairman McKetiar. The only way you can make it legal is to have 
somebody introduce a bill, and have it passed by Congress. 

Senator Corpon. Mr. Chairman, there is this to be said: Neither 
of these particular operating agencies have been specifically created 
by the Congress. The Congress specifically gave the President au- 
thority to create such as he found necessary. They are really creatures 
of the executive department; is that correct ? 

Mr. Fretscremann. That is correct. 

Senator Maypann. Let me add this, if I might. The administrator 
was to be subject to Senate confirmation and hearings were held on 
Mr. Fleischmann, and that was clearly brought out, and presented 
to the Senate in his confirmation for both positions. So the Congress 
acted in that respect. 

Chairman McKetuar. Let me make a suggestion. Could you draw 
up a plan which would save us money or maybe you already have done 
so. 
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Senator Corpvon. I am going to suggest at the appropriate time that 
our report recommend a consolidation of the two. 


PROPOSED AMENDMENT 


Chairman McKe.uar. That is what I would recommend, but we 
have to have language. Here is what Fleischmann recommended : 
Provided, That transfers between the appropriations “Salaries and expenses, 
Defense Production Administration” and “Salaries and expenses, Defense Pro- 
duction Activities, Department of Commerce” may be made by agreement between 
the Secretary of Commerce and the Administrator of the Defense Production 
Administration with the approval of the Bureau of the Budget. 

I do not know whether we can do that. That language will be made 
a part of the record. 

(The document is as follows :) 


DEFENSE PRODUCTION ADMINISTRATION 
H. R. 5215—Chapter X 
(House act, p. 25) 
(House hearing, pp. 39 and 40; H. Rept. 890) 
LANGUAGE AMENDMENT REQUESTED 


1. Page 25, line 12, after the amount insert: “Provided, That transfers between 
the appropriations ‘Salaries and expenses, Defense Production Administration’ 
and ‘Salaries and expenses, Defense Production Activities, Department of Com- 
merece’ may be made by agreement between the Secretary of Commerce and the 
Administrator of the Defense Production Administration with approval of the 
Bureau of the Budget.” 


GOVERNMENT ECONOMY AND EFFICIENCY DISCUSSED 


Mr. FLetscuomMann. I do not know either, Mr. Chairman. 

Senator Maypank. The same thing can be done by this committee. 

Senator Ecron. I would like to say that it seems to me that it is 
most unfortunate when we are all wanting to cut down expenses and 
maintain and encourage efficiency to limit an administrator who has 
jurisdiction over both departments of Government from making these 
transfers within the department. I felt for a long time that maybe we 
tried to bind these departments and these administrators too much by 
legalistic terminology, and actually instead of creating efficiency, it 
actually encourages them to set up the same sort of agencies within 
their own department and duplicate work. 

My own opinion is that when we hire an administrator to run a 
department of Government, we have to trust him and trust his knowl- 
edge and his integrity and his ability. 

Chairman McKetiar. That is true, and knowing you as I do, and 
having seen you and heard you in here for some time, I am as confident 
as I live that if you would look into the matter, you would reach a 
different conclusion. You try it. 

Senator Ecron. I am inclined to agree with you. But here we have 
a man who has had a hearing before a senatorial committee and been 
confirmed by the Senate. 

Chairman McKeuiar. And he is a fine man. 
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Senator Ecron. He is administrator of two agencies working very 
closely together. 

Chairman McKetxar. The same thing might be said, for instance, 
with respect to any strong personality in public life. We just make 
him emperor, and tell him, “You run the Government as you wish.” 
That is what we would do in a big way as we do here in a little way. 

Senator Corvon. We did it in a fairly big way when we passed the 
Defense Act. 

Mr. FLeiscHMANN. I will try to live within whatever amount you 
appropriate. I want to say this one word in conclusion, The cut that 
was given in the Defense Production Administration is the one that I 
would find just impossible to live within. That I could not. That is a 
small agency. That cut would reduce our present staff, which we have 
just finished recruiting with the greatest difficulty, by 25 per ont. I 
literally would not know how to administer that. On NPA we are 
willing to take a very substantial cut in the original budget estimate. 

Chairman McKetuar. Thank you, sir. 

Mr. FieriscuMann. Thank you, Mr. Chairman. 


INDUSTRY EVALUATION BOARD 


Mr. Cawtry. Mr. Chairman, you and certain members of the com- 
mittee have referred to these items listed in our letter of appeal, and 
I just wondered if the committee wished to take up in order for pur- 
poses of additional questions these items commencing with the Indus- 
try Evaluation Board. 

Senator Corpon. You have not got any money for the first item, 
Industry Evaluation Board. 

Chairman McKettar. I do not think there would be much trouble 
about that, but if you wish to speak, you may. 

Senator Corvon. I do not know what to do, but at this present min- 
ute I would okay the House action. 1 may be wrong, however. 

Mr. Caw.ry. May I ask Dr. Rosinger to speak on it. 

Chairman McKer.iar. Very well, anybody you wish. 

Mr. Rosincer. Mr. Chairman, the Industry Evaluation Board was 
established as a defense against industrial espionage, sabotage, fifth 
column activity, and other sorts of subversive activities against indus- 
try. Subversion is not directed broadside against industry, but finely 
pinpointed toward such targets as are key to entire segments of in- 
dustry. It is a board which is strictly interdepartmental. It con- 
sists of the following full-time members: Commerce, with me as 
chairman; Department of Defense, which is represented by a major 
general; Interior; Atomic Energy Commission; the DPA; and the 
NSRB as an observer. 

We are allowed to invite on an ad hoe basis members from other 
agencies if and when matters of interest to those agencies arise. 

Senator Corpon. Are you a regular employee of the Department 
of Commerce assigned to this work ? 

Mr. Rostncer. Y es, sir. Incidentally, I was in this work almost 
throughout the entire World War II. The Department of Defense 
is very much concerned in this, and has been giving us the finest pos- 
sible support. 

With your permission I should like to insert in the record a letter 
from Secretary Marshall concerning this matter. 
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Chairman McKetxar. Without objection, it will be put in the 
record. 

(The letter referred to is as follows:) 

THE SECRETARY OF DEFENSE, 
‘ Washington, May 18, 1951. 
Hon. CHARLES SAWYER, 

The Secretary of Commerce. 

Dear SAwyer: This is in further reference to my letter of February 13, in 
which I named Maj. Gen. William R. Schmidt as the Department of Defense 
member of the Industry Evaluation Board and Col. Luther A. Brown as 
alternate. 

Since writing you, I have received reports concerning the satisfactory man- 
ner in which the Board and its staff are resolving many problems in the field 
of industrial security. The progress made in developing policies and methods, 
necessary to the furtherance of this program, is indicative of careful thinking 
and much hard work, and for this I wish to express my gratification at this 
time. The importance of this Board to the national defense in general, and 
industrial security in particular, is beyond question. 

Without the findings of the Industry Evaluation Board, or a similar plan, 
which Government agencies and industry can implement, industrial protection 
becomes either inadequate or prohibitively extravagant in manpower, material, 
and dollar costs. We in the Department of Defense remember the success of a 
somewhat similar plan in World War II upon which the present board is a major 
improvement. Its contribution to the general industrial security program being 
developed for certain types of protection will undoubtedly be very great. I sin- 
cerely hope that nothing will impede the successful implementation of the plans 
and policies which have been developed. 

Please call upon me if I can be of service to you in making this project a com- 
plete success. 

Faithfully yours, 
TEORGE C. MARSHALL. 


EVALUATION OF CRITICAL DEFENSE ACTIVITIES 


Senator Corpon. Let me ask you one or two questions, and I think 
as far as my mind is concerned, it will be clear to me. 

Your job is to catalog the critically essential defense functions, iden- 
tify them, and make a report to some authority with a recommenda- 
tion that some division of Government undertake the responsibility 
of the security, that is the internal security of the plants so allocated, 
is that right? 

Mr. Rosincer. That is substantially right, with respect to industrial 
facilities, except that it is not some agency, but it is our duty not only 
to screen the entire industrial economy 

Senator Corpvon. What do you mean, to screen it! 
Mr. Rostncer. Examine it, that is, to discover those relatively few 
facilities of such major importance to defense mobilization that their 
being stopped from action or oat from functioning at full 

capacity would very seriously inhibit mobilization. 

Senator Corpon. Why do you screen the whole economy to find the 
relatively few? The relatively few could be screened out of a slightly 
larger relatively few, without too much difficulty. 

Mr. Rostneer. I should like to address myself to that question, Mr. 
Senator, because of the question you ‘aised with Secretary Sawyer. 
When he used as illustrations the Soo Locks and something else, 
but let us take the Soo Locks, that of course is an obviously highly 
critical facility. No industry evaluation board would be needed to 
pick that out. But the fact remains that the truly critical points, the 
ones which are actually keyed to entire segments of industry, and 
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such as effectively control the production of the end product of a) 
industry, are generally facilities that are little known, but which are 
the main objective for a saboteur. 

May I, Mr. Chairman, go off the record for a moment? 

Chairman McKe ar. Yes. 

(Discussion off the record.) 

Senator Corvon. What you say is that if a saboteur destroyed the 
stockpile of uranium ore, he would render valueless the atomic energy 
plants if we did not have a stockpile. 

Mr. Rostncer. I am saying that, except that uranium is like the Soo 
Locks, another example of something that everybody knows about. 

(Discussion off the record.) 

Senator Corpon. As far as I am concerned, I understand what you 
are driving at. 

The next question is this: Assuming that you identify these manu- 
facturers or suppliers and you make the identification, what do you do 
with it? Let us say you have identified or reidentified the manufac 
turer of this particular chemical. You have him listed. What are 
you going to is with that? 


SECURITY, GUIDANCE, AND SUPERVISION 


Mr. Rostncer. The next point is to determine, and this, of course, 
comes out in our industrial analyses, which of the various agencies of 
Government has the paramount interest in that particular plant, and 
then we assign that plant to the one agency which has that paramount 
interest. 

Senator Corvon. Wait a minute. You say you assign it to an 
agency. 

Mr. Rostneer. For security, guidance, and supervision. 

Senator Corvon. That means then that every procurement agency— 
that is, defense procurement agency—in the United States is going to 
have to set up a separate department for internal security with respect 
to its contracts. 

Mr. Rostncer. It is not quite that bad. 

Senator Ecron. Maybe we can get it if you can tell us how this par- 
ticular chemical plant was protected during the last war. 

Mr. Rostncer. We did not have that procedure during the war, 
Senator, with the result that it was not unusual for three, four, five, 
and even six different agencies to feel that they had security responsi- 
bility for a given plant. 

Senator Fercvson. What did you do, boil it down to one agency / 

Mr. Rostncer. We are going to try to boil it down to one agency 
now. Of course, there are not many, actually. It is the Department 
of Defense primarily. The Atomic Energy would be a case. 

Possibly, and now I am just guessing, it might be the Federal Power 
Commission or the Department of Interior for power projects. 

We have not come on those as yet. 

Senator Corpvon. The Department of Interior does not use the 
power. ‘The power is used for defense. 

Mr. Rostncer. It has many power projects under its jurisdiction, 
and hence it would be conceivable—I am not saying that this would be 
done, but it is conceivable that the Department of the Interior would 
be the one to whom our facilities would be assigned. Maybe it would 
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be the Federal Power Commission to whom power facilities would be 
assigned for security, guidance, and supervision. 

Chairman McKetxar. Security guidance and supervision should 
be given to the plant. In Tennessee, we have the TVA organization 
which is a successful organization. Incidentally, I aided in starting 
it years ago. After we established the plant and built the dam at 
Muscle Shoals and had three others well on the way to completion, 
the TVA Directors themselves came out in a public statement in which 
they said the whole matter was a matter of the future whether they 
had to give the Government this power. How would your committee 
settle that question ¢ 

Mr. Rostncer. Fortunately, our Board would not have to take up 
this problem. 

Chairman McKetiar. Suppose they refused to give the Govern- 
ment this public power, what could you do? You cannot carry it 
out. It takes force to carry out what you are undertaking to do. 

Mr. Rostneer. There has to be willingness on the part of an agency 
to accept security responsibility. 

Chairman McKrxiar. That is the trouble with your Board. 

Mr. Rostncer. But I do not think we will have any difficulties along 
those lines. 

Chairman McKetuar. I am sure you do not or you would not be 
advocating it; I grant you that. 

Mr. Rosrneer. Because far from having received any objections 
or obstacles from other agencies, we have received the most enthu- 
siastic support. 

Chairman McKetuar. Is the idea that the Department of Com- 
merce take over the Defense Department ? 


SECURITY SUPERVISION BY DEFENSE DEPARTMENT 


Mr. Rostnerr. No; the Defense Department would undoubtedly 
take over the major share of the security supervision. The Depart- 
ment of Commerce would take over nothing, but it was believed that 
to place this Board in the Department of Commerce rather than in 
Defense—— 

Senator Ecron. During the last war all of those strategic plants 
that I know anything about, and I am acquainted with several of 
them, were all guarded by soldiers. Who directed the Defense De- 
partment to send soldiers there? They were on guard day and night, 
24 hours. We gave that direction ? 

Mr. Rosrneer. I can answer that. The War Department itself did. 

Chairman McKetxar. How could you force the War Department 
to defend any plant ? 

Mr. Rostncrr. We did not force the War Department to do any- 
thing but the War Department was very closely allied with the 
activities of our predecessor, the Resources Protection Board, and 
relied upon that Board to find those facilities which the War De- 
partment should protect. That was also true of the Navy and other 
agencies, 

| Chatenan McKe.uiar. I am sorry to say I have a different idea 
about 1t. 

If you are correct, from what you say, it is a scramble between you 
and the Defense Department. 
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Mr. Rostncer. The Defense Department strongly supports it. 

Chairman McKeurar. You have that idea. You talk about the 
Defense Department but the Army is not going to support you in 
that. They are not going to turn their duties over to you. 

Mr. Rostncer. They do not consider it their duty. They want a 
civilian agency like the Department of Commerce which has 

Chairman McKeuuar. To do their fighting? 

Mr. Rostnerr. No, not fighting; strictly the economic analysis, the 
economic industrial analysis to pick out the truly critical plants. 

Chairman McKexiar. Wait one moment. We have just gone 
through the State Department and the War Department. We know 
something about it, too, strange as that may seem to you. You may 
come up here thinking the committee does not know anything but we 
do know something about these things. 

At that time, it was a tremendous fight between the State Depart- 
ment and the War Department as to who was going to take charge of 
the whole thing. I hope you will not get into that. Let us work 
together. Let us not get into a contest about power and your doing 
certain things. We have appropriated money for the very thing 
that you are talking about, we have appropriated money in two bills 
already. So let us not talk about appropriating money for another 
one. 

Senator Ferauson. I wonder whether I can inquire when you would 
expect to complete the committee’s work. 

Mr. Rostncer. I believe that after we can establish a staff, which 
is a very small one, as you can see, only 30 people including 

Senator Frreuson. It is about three times more than the Senator 


from Michigan’s office, and he has 6,000,000 people in Michigan. 
Chairman McKetxar. I am compelled to ot here long enough to 


tell you something that happened at this table last year. 

There was a gentleman who was the head of an activity of Govern- 
ment. It was a commission. He came in and said he wanted 350 
more employees. I asked, “How many have you now?” 

He said he had 1,850, which makes 1,700. He wanted 1,700 in all. 
I asked, “What are you going to do with them?” 

He said, “Senator, you do not understand what we have to do. W hy, 
we have to spend, actually have to spend $600 million, and know 
where that money goes and what happens to it all along the line. 
You do not understand.” 

I said, “You just take that chair there, the one right behind you.’ 
He took that chair over there and I put Mr. Smith on the stand back 
here, the clerk of this committee. I asked Mr. Smith, “How many 
people do you have under you ?” 

He said, “I have 16 including myself.” 

I said, “How much money are we spending next year about which 
we know everything from beginning to end ?” 

He said, “Tneluding this bill ?” é‘ 

“Yes, sir, including this bill. This is the last one. How much 
will we spend?” 

He said, “Fifty-eight-billion-and-some-hundreds-of-millions of dol- 
lars.” Everybody laughed and that distinguished gentleman with- 
drew his request for 350 employees. 

I am afraid that some of you in the Department get so enthusiastic 
that you just think the whole Government revolves around you and 
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want to keep it revolving around you. We do not want to do that. 
Let us get together and win this war. 

Mr. Rosincer. The last thing I would claim is that the Government 
revolves around me. 

Chairman McKetuar. The Department of Commerce was not cre- 
ated for any of these things at all. I am not sure whether it was 
created when I was here. 

Mr. Rostnecer. It was thought that the Department of Commerce 
could service the Board. 

Chairman McKetuar. I take it back; it was created while I was 
in the House of Representatives nearly 40 years ago. It was not 
created for that purpose at all, to take over the duties of the Depart- 
ment of War. 


SECURITY PROTECTION OF PLANTS DURING WORLD WAR II 


Senator Corvon. In World War IT, the United States Steel plants 
had a young army of guards and employed them and paid them. They 
protected their own installations. Certainly most of the other large 
operators did the same thing. They know whether in World War IT 
there was any requirement that the people supplying essential serv- 
ices to the Government had the obligation of policing their properties 
against sabotage ? 

Mr. Rostncer. I believe that a large number of plants were under 
the obligation of instituting whatever security measures certain 
agencies required. 

Senator Cornon. Did not the Federal Bureau of Investigation have 
an over-all supervision of this sort of thing, internal security, from 
an interstate viewpoint ? 

Mr. Rostncer. I do not believe so, Senator. I believe that the in- 
ternal security program was the responsibility primarily of the War 
Department and specifically the Provost Marshal General’s office with- 
in the War Department. 

Senator Corpon. What did your organization, the Resources Pro- 
tection Board, do? 

Mr. Rostncer. It merely identified those manufacturing plants and 
allied facilities which it believed the War Department and Navy 
Department should pay particular attention to from a security point 
of view. 

Senator Corpvon. Those represented, in a very small part, the plants 
and facilities that did have protection; is that right? 

Mr. Rostncer. Toward the end, Senator, no. 

Chairman McKetiar. You are mistaken about that. 

I want to call your attention to this fact. Take the Aluminum 
Co. of America, that has a big plant in Tennessee. Do you not think 
that the owners of that plant who are there, and the operators of that 
plant, feel a greater interest in its protection than you do? Why do 
you think that you here in Washington, who probably never was in 
Tennessee in your life, have more interest in protecting that plant 
than the owners of the plant down there? 

Mr. Rostncer. Not at all. Unquestionably, the management has 
avery great interest. 


88249—51--—-55 





864 SUPPLEMENTAL APPROPRIATIONS FOR 1952 


Chairman McKetxar. I am glad to hear you make that admission. 

It is very gracious of you to say that you think somebody in Ten- 
nessee knows more about looking after their own property than you do. 

I am sorry to talk this way to you, but you have brought it on your- 
self. We want to help you. 

Have you anyone else, that you want to testify? I think we have 
pursued this far enough. 

Mr. Cawtry. Mr. Chairman, unless the committee has questions to 
ask of the Office of Technical Services and the Office of International 
Trade—— 

Chairman McKetzar. There has been a quorum call, so we will have 
to recess this hearing until Monday at 10: 30 a. m. 

(Whereupon at 4 p. m., Friday, September 14, 1951, the committee 
recessed until Monday, September 17, 1951, at 10: 30 a.m.) 





